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Draft Pending Adoption

Draft: 3/27/24

Accounting Practices and Procedures (E) Task Force
Phoenix, AZ
March 17, 2024

The Accounting Practices and Procedures (E) Task Force met in Phoenix, AZ, March 17, 2024. The following Task
Force members participated: Cassie Brown, Chair, represented by Jamie Walker (TX); Mike Causey, Vice Chair,
represented by Jackie Obusek (NC); Mark Fowler represented by Todrick Burks and Blase Abreo (AL); Alan McClain
represented by Chris Erwin (AR); Ricardo Lara represented by Laura Clements and Kim Hudson (CA); Andrew N.
Mais represented by Kenneth Cotrone (CT); Karima M. Woods represented by N. Kevin Brown (DC); Trinidad
Navarro represented by Rylynn Brown (DE); Michael Yaworsky represented by Carolyn Morgan and Jane Nelson
(FL); Doug Ommen represented by Kevin Clark (IA); Dean L. Cameron represented by Eric Fletcher (ID); Vicki
Schmidt represented by Tish Becker (KS); Sharon P. Clark represented by Jeff Gaither (KY); Gary D. Anderson
represented by John Turchi (MA); Robert L. Carey represented by Vanessa Sullivan (ME); Anita G. Fox represented
by Judy Weaver (MI); Grace Arnold represented by Barbara Carey (MN); Chlora Lindley-Myers represented by John
Rehagen (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 Doug Bartlett and Pat
Gosselin (NH); Adrienne A. Harris represented by Bob Kasinow (NY): Judith L. French represented by Dale
Bruggeman (OH); Glen Mulready represented by Eli Snowbarger (OK); Andrew R. Stolfi represented by (OR);
Michael Humphreys (PA); Michael Wise represented by Ryan Basnett (SC); Larry D. Deiter represented by Johanna
Nickelson (SD); Carter Lawrence represented by Joy Little (TN); Scott A. White represented by Doug Stolte and
Greg Chew (VA); Kevin Gaffney represented by Karen Ducharme and Dan Petterson (VT); Mike Kreidler
represented by Steve Drutz (WA); Nathan Houdek represented by Amy Malm (WI1).

1. Adopted its 2023 Fall National Meeting Minutes

Walker directed the Task Force to its 2023 Fall National Meeting minutes.

Obusek made a motion, seconded by Malm, to adopt the Task Force’s Dec. 2, 2023, minutes (see NAIC Proceedings
Fall 2023, Accounting Practices and Procedures (E) Task Force). The motion passed unanimously.

2. 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 March 16.
During this meeting, the Working Group adopted its Feb. 20, 2024; Jan. 29, 2024; Jan. 10, 2024; and 2023 Fall
National Meeting minutes.

During its Feb. 20, 2024, meeting, the Working Group:

A. Exposed revisions to Statement of Statutory Accounting Principles (SSAP) No. 21R—Other Admitted Assets
to incorporate a new measurement method for residual interests. The revisions incorporate industry’s
proposal of an “effective yield with a cap” method, as well as a practical expedient to allow the “cost
recovery” method. (Ref #2019-21)

B. Exposed revisions to provide detailed definitions for the annual statement reporting categories of SSAP

No. 48—Joint Ventures, Partnerships, and Limited Liability Companies and residual interests on Schedule
BA. (Ref #2023-16)
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C. Adopted revisions to SSAP No. 21R to incorporate a collateral loan disclosure for year-end 2024 to detail
admitted and nonadmitted collateral loans in accordance with the underlying collateral supporting the
loan. The Working Group also exposed additional changes that propose collateral loan reporting lines for
Schedule BA and requested comments on whether certain collateral loans backed by certain types
of collateral should flow through asset valuation reserve (AVR) for risk-based capital (RBC) impact.
(Ref #2023-28)

D. Directed NAIC staff to draft an agenda item in response to a referral from the Life Risk-Based Capital (E)
Working Group regarding proposed RBC changes for repurchase agreements originating from the
American Council of Life Insurers (ACLI).

During its Jan. 29 e-vote, the Working Group voted to expose the new market tax credit project for additional
revisions made to the drafts of SSAP No. 93—Low-Income Housing Tax Credit Property Investments and SSAP No.
94R—Transferable and Non-Transferable State Tax Credits. These revisions recommend minor consistency and
clarifying changes to SSAP No. 93 and SSAP No. 94R, as well as more detailed revisions to the prospective
utilization assessment detailed in SSAP No. 93. (Ref #2022-14)

During its Jan. 10, 2024, meeting, the Working Group:

A. Adopted revisions to reject Accounting Standards Update (ASU) 2016-13, Measurement of Credit Losses
on Financial Instruments (CECL) and related subsequent ASUs in various SSAPs and Interpretation (INT)
06-07: Definition of Phrase “Other Than Temporary.” (Ref #2023-24)

B. Adopted INT 23-04: Scottish Re Life Reinsurance Liquidation Questions, which provides accounting and
reporting guidance for ceding entities with reinsurance balances to or from Scottish Re, a U.S.-based life
reinsurer in liquidation.

C. Exposed revisions to expand the transparency of reporting for collateral loans on Schedule BA to allow
the quick identification of the type of collateral that supports collateral loans admittance. (Ref #2024-01)

Bruggeman stated that at its March 16 meeting the Working Group adopted revisions to SSAP No. 34—Investment
Income Due and Accrued, SSAP No. 48, SSAP No. 93, and SSAP No. 94R, effective Jan. 1, 2025. The revisions provide
new concept revisions and new titles for SSAP No. 93R—Investments in Tax Credit Structures and SSAP No. 94R—
State and Federal Tax Credits which expands the scope of both SSAPs, and consistency revisions to SSAP No. 34
and SSAP No. 48. The Working Group directed NAIC staff to sponsor a blanks proposal on the annual statement
reporting categories for tax credit investment RBC, issue a referral to the Life Risk-Based Capital (E) Working Group
to inform it of the planned reporting line changes, and draft an issue paper to document the discussions and
revisions for the new market tax credit project. (Ref #2022-14)

Bruggeman stated that the Working Group adopted the following clarifications to statutory accounting guidance:
A. SSAP No. 21R: Adopted revisions to incorporate a new measurement method for residual interests, which
incorporate industry’s proposal of an “effective yield with a cap” method, as well as a practical expedient

to allow the “cost recovery” method. (Ref #2019-21)
B. SSAP No. 97—Investments in Subsidiary, Controlled, and Affiliated Entities: Adopted revisions that update

the language in SSAP No. 97, paragraph 24, on audits and admissibility to better align with guidance in
paragraphs 26 and 27 on the look-through methodology. (Ref #2023-30)
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Annual Statement Instructions: Adopted revisions that will be forwarded as a proposal to the Blanks (E)
Working Group to clarify that realized gains and losses on perpetual preferred stock and mandatory
convertible preferred stock shall not be added to the interest maintenance reserve (IMR), regardless of
NAIC designation, and shall follow the same concepts that exist for common stock in reporting through
the AVR. (Ref #2023-29)

Appendix D—Nonapplicable GAAP Pronouncements: The following U.S. generally accepted accounting
principles (GAAP) standards were rejected as they are not applicable to statutory accounting:

i. ASU2023-03, Amendments to U.S. Securities and Exchange Commission (SEC) Paragraphs (Ref #2023-
25)

ii. ASU 2023-04, Amendments to SEC Paragraphs—Cryptocurrency (Ref #2023-27)

Mr. 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 May 31, except
for agenda item 2024-13, which has a public comment period ending April 19:

A.

SSAP No. 2R—Cash, Cash Equivalents, Drafts, and Short-Term Investments: Exposed 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 in the scope of SSAP No. 2R. (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: Exposed revisions to adopt, with modification,
disclosures from ASU 2023-06, Disclosure Improvements. The additional disclosures are for unused
commitments and lines of credit, disaggregated by short-term and long-term, and disclosures of accrued
interest from repos and securities borrowing, separate disclosure of significant (10% of admitted assets)
reverse repos, and counterparty disclosures for repos and reverse repos that are significant (10% of
adjusted capital and surplus). (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: Exposed revisions to adopt, 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: Exposed revisions to SSAP No. 20 that clarify that directly held crypto
assets are nonadmitted assets for statutory accounting and to adopt 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 INT 03-02:
Modification to an Existing Intercompany Pooling Arrangement: The Working Group exposed revisions to
SSAP No. 63 and SSAP No. 25 to address transfers of assets when modifying intercompany pooling
agreements. The Working Group also exposed the intent to nullify INT 03-02. (Ref #2022-12)

SSAP No. 26R—Bonds: Re-exposed revisions to expand the transparency of reporting for collateral loans
on Schedule BA to allow for quick identification of the type of collateral that supports admittance of
collateral loans and define debt issued by funds operations. It was noted during discussion that no
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collateral loans should be included in the private equity line because there is already a separate collateral
loan reporting line. (Ref #2024-01)

G. SSAP No. 26R, SSAP No. 21R, SSAP No. 30R—Undffiliated Common Stock, SSAP No. 32R—Preferred Stock,
SSAP No. 43R—Loan-Backed and Structured Securities, and SSAP No. 48: Exposed revisions to incorporate
consistency revisions for residuals so that all SSAPs refer to SSAP No. 21R for the formal definition and
accounting and reporting guidance. (Ref #2024-08)

H. SSAP No. 27—O0ff-Balance-Sheet and Credit Risk Disclosures: Exposed revisions to incorporate Financial
Accounting Standard (FAS) 105 guidance directly into SSAP No. 27 and update the related annual
statement instructions to more accurately reflect the existing required disclosures. (Ref #2024-12)

I. SSAP No. 56—Separate Accounts: Exposed the agenda item and directed NAIC staff to work with industry
in determining current applications/differences in interpretations for the reporting of book value assets
and to propose revisions to incorporate a consistent statutory accounting approach. (Ref #2024-10)

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

K. SSAP No. 101—Income Taxes: Exposed revisions to adopt, with modification, ASU 2023-09, Improvements
to Income Tax Disclosures that would add certain disclosures from ASU 2023-09 and remove one existing
disclosure to conform with the ASU. (Ref #2024-11)

L. SSAP No. 103R: The Working Group exposed the agenda item and directed NAIC staff to work with industry
in determining current application/interpretation differences on the reporting of securities lending
collateral and repurchase agreement collateral for possible consistency revisions. (Ref #2024-04)

M. SSAP No. 107—Risk-Sharing Provisions of the Affordable Care Act: Exposed revisions to remove disclosures
for the expired transitional reinsurance and risk corridors programs. (Ref #2024-13)

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

O. Appendix A-791 Life and Health Reinsurance Agreements (A-791): Exposed revisions to remove the first
sentence of the A-791, paragraph 2c’s Question and Answer. In addition, the Working Group directed
notification of the exposure to the Valuation Analysis (E) Working Group, the Life Actuarial (A) Task Force,
and the Reinsurance (E) Task Force. (Ref #2024-05)

P. Annual Statement Blanks: Exposed a project that proposed 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, which is similar in structure to Schedule DL and would include all assets
held under a funds withheld arrangement and would include a separate signifier for modified coinsurance
assets. (Ref #2024-07)
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Bruggeman stated that the Working Group directed NAIC staff on the following items:

A.

SSAP No. 58—Mortgage Guaranty Insurance: The Working Group directed NAIC staff to develop updates
to SSAP No. 58 and Appendix A-630 Mortgage Guaranty Insurance to incorporate the 2023 revisions to
the Mortgage Guaranty Insurance Model Act (#630). (Ref #2023-31)

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

A.

B.

C.

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

IMR Ad Hoc Group activities.

International Association of Insurance Supervisors (IAIS) Audit and Accounting Working Group activities.

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

3. Adopted the Report of the Blanks (E) Working Group

Gosselin provided the report of the Blanks (E) Working Group, which met Feb. 21. During this meeting, the
Working Group took the following action: 1) adopted its Nov. 7, 2023, minutes; and 2) re-exposed the following
proposal for an additional public comment period:

A

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

Gosselin stated that the Working Group adopted its editorial listing and the following proposals:

A.

2023-05BWG Modified — Changes to the cybersecurity supplement to remove the reference to identity
theft insurance from the General Instructions; remove the interrogatory questions from Part 1 that
pertain to identity theft insurance; and remove the column for identity theft insurance from Part 2 and
Part 3. Remove claims-made and occurrence breakdown from data collection and remove the question in
the interrogatories regarding tail policies.

2023-13BWG Modified — Add new instruction and illustration under Note 5 — Investments for Net Negative
(Disallowed) IMR and a new general interrogatory for a company attestation.

2023-14BWG Modified — Revise the health test language and general interrogatories.

2023-15BWG Modified — Add a new general interrogatory to the Life General Interrogatories Part 2 to
provide needed information for completing the C-2 mortality risk in the life RBC.

2023-16BWG Modified — Change Schedule P in the property/casualty blank to show 10 years of data and
a “prior” row for all lines of business beginning in 2024. This modifies requirements for seven lines of
business that currently only show two years of data and a “prior” row.

Gosselin stated that the Working Group exposed six new items for a comment period ending
April 23.
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Gosselin made a motion, seconded by Drutz, 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.

NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/Minutes APPTF Spring 2024 National
Meeting.docx
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Attachment One
Accounting Practices and Procedures (E) Task Force

Draft Pending Adoption 3/17/24
Draft: 4/1/24

Statutory Accounting Principles (E) Working Group
Phoenix, Arizona
March 16, 2024

The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force
met in Phoenix, AZ, March 16, 2024. The following Working Group members participated: Dale Bruggeman, Chair
(OH); Kevin Clark, Vice Chair (lA); Todrick Burks (AL); Kim Hudson, Michelle Lo, and Laura Clements (CA); William
Arfanis and Jack Broccoli (CT); Rylynn Brown (DE); Cindy Andersen (IL); Stewart Guerin (LA); Judy Weaver and
Steve Mayhew (MI); Doug Bartlett and Pat Gosselin (NH); Bob Kasinow (NY); Diana Sherman (PA); Jamie Walker
and Rachel Hemphill (TX); Doug Stolte and David Smith (VA); and Amy Malm (WI).

1. Adopted its Feb. 20, 2024; Jan. 29, 2024; Jan. 10, 2024; and 2023 Fall National Meeting Minutes

The Working Group met March 7, 2024, 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 Spring National Meeting agendas.

During its Feb. 20, 2024, meeting, the Working Group took the following action: 1) exposed revisions to Statement
of Statutory Accounting Principles (SSAP) No. 21R—Other Admitted Assets to incorporate a new measurement
method for residual interests; 2) exposed revisions to provide detailed definitions for the annual statement
reporting categories of SSAP No. 48—Joint Ventures, Partnerships and Limited Liability Companies and residual
interests on Schedule BA (Ref #2023-16); 3) adopted revisions to SSAP No. 21R to incorporate a collateral loan
disclosure for year-end 2024; and 4) exposed additional changes that propose collateral loan reporting lines for
Schedule BA (Ref #2023-28).

The Working Group conducted an e-vote that concluded Jan. 29, 2024, to expose additional revisions made to the
drafts of SSAP No. 93R—Low-Income Housing Tax Credit Property Investments and SSAP No. 94R—Transferable
and Non-Transferable State Tax Credits as part of Agenda Item 2022-14 New Market Tax Credits.

During its Jan. 10, 2024, meeting, the Working Group took the following action: 1) adopted Interpretation (INT)
23-04 Scottish Re Life Reinsurance Liquidation Questions; 2) adopted revisions to reject Accounting Standards
Update (ASU) 2016-13, Measurement of Credit Losses on Financial Instruments (CECL) and related subsequent
ASUs; and 3) exposed revisions to expand the transparency of reporting for collateral loans.

Malm made a motion, seconded by Sherman, to adopt the Working Group’s Feb. 20, 2024 (Attachment One-A);
Jan. 29, 2024 (Attachment One-B); Jan. 10, 2024 (Attachment One-C); and Dec. 1, 2023 (see NAIC Proceedings —
Fall 2023, Accounting Practices and Procedures (E) Task Force, Attachment One) minutes. The motion passed
unanimously.

2. Reviewed Comments on Exposed ltems

The Working Group reviewed comments received (Attachment One-D) on its exposed items.
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Attachment One
Accounting Practices and Procedures (E) Task Force

Draft Pending Adoption 3/17/24

A. Agenda Item 2022-14

Bruggeman directed the Working Group to agenda item 2022-14: New Market Tax Credits. Wil Oden (NAIC) stated
the agenda item was drafted in response to the Inflation Reduction Act and the subsequent issuance of ASU 2023-
02, Accounting for Investments in Tax Credit Structures Using the Proportional Amortization Method, which
permitted the application of the proportional amortization method for income tax equity investments. He stated
that this agenda item updates the title and broadens the scope of SSAP No. 93—Investments in Tax Credit
Structures, to include any qualifying tax credit investment, regardless of structure or the type of state or federal
tax credit program. Additionally, the title and scope of SSAP No. 94R—State and Federal Tax Credits was expanded
to include both state and federal purchase tax credits. Oden stated that interested parties submitted comments
for the Jan. 29 exposure. He stated that most of the comments provided by interested parties were regarding
updates to the risk-based capital (RBC) reporting lines for tax credit investments, though one comment noted an
error in the examples, which NAIC staff have since corrected. Oden recommended the Working Group adopt the
exposed revisions, which have been updated to reflect suggested example edits from interested parties. He
recommended the Working Group sponsor a blanks proposal in the annual statement reporting categories for tax
credit investment RBC, using suggestions from the interested parties’ comment letter. Oden recommended the
Working Group direct staff to send a referral to the Life Risk-Based Capital (E) Working Group to inform it of
planned reporting line changes. He recommended the Working Group direct NAIC staff to prepare an issue paper
to document the discussions.

Weaver made a motion, seconded by Sherman, to adopt the exposed revisions to SSAP No. 34—Investment
Income Due and Accrued and SSAP No. 48 (Attachment One-E), SSAP No. 93R (Attachment One-F), and SSAP No.
94R (Attachment One-G), and to direct NAIC staff to complete the recommended actions. The motion passed
unanimously.

B. Agenda Iltem 2023-25

Bruggeman directed the Working Group to agenda item 2023-25: ASU 2023-03 — SEC Updates. Oden stated that
agenda item 2023-25 was drafted in response to ASU 2023-03 — SEC Updates, which amended various aspects of
U.S. Securities and Exchange Commission (SEC) guidance on stock compensation equity-based payments. Oden
stated that interested parties had no comments on this item and that NAIC staff recommend the Working Group
adopt the exposed revisions to Appendix D—Nonapplicable GAAP Pronouncements, to reject ASU 2023-03 as not
applicable to statutory accounting.

Walker made a motion, seconded by Bartlett, to adopt revisions to Appendix D to reject ASU 2023-03 (Attachment
One-H) as not applicable to statutory accounting. The motion passed unanimously.

C. Agendaltem 2023-27

Bruggeman directed the Working Group to agenda item 2023-27: ASU 2023-04 — SEC Updates — Crypto. Jake Stultz
(NAIC) stated this agenda item is specific to ASU 2023-04 paragraphs specifically regarding crypto currency. Stultz
stated that the original exposure recommended this be rejected in Appendix D—Non-Applicable GAAP
Pronouncements. He stated that interested parties did not have any comments and that NAIC staff recommend
the Working Group adopt this agenda item.

Walker made a motion, seconded by Malm, to adopt revisions to Appendix D to reject ASU 2023-04 (Attachment
One-l) as not applicable to statutory accounting. The motion passed unanimously.
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Attachment One
Accounting Practices and Procedures (E) Task Force

Draft Pending Adoption 3/17/24

D. Agenda Item 2023-29

Bruggeman directed the Working Group to agenda item 2023-29: IMR/AVR Preferred Stock. Julie Gann (NAIC)
stated that this agenda item addresses interest maintenance reserve (IMR) and asset valuation reserve (AVR)
preferred stock. She stated that this is an annual statement instruction revision only, and it was identified that the
guidance and the annual statement instructions still directed that perpetual preferred stock be allocated between
IMR/AVR based on NAIC designation. Gann stated that, previously, guidance was revised so that those are always
at fair value, so there was a disconnect between the annual statement instructions and the statutory accounting
measurement guidance. She stated that the exposed revisions clarified that only redeemable preferred stock with
NAIC designations would go through IMR and that perpetual preferred stock would always go through AVR. Gann
stated that interested parties agreed, but they also identified that mandatorily redeemable preferred stock should
also be included because since it is mandatorily redeemable, it should also be at fair value. She stated that NAIC
staff are recommending f adoption of the exposed revisions with slight revisions to refer to the mandatory
redeemable convertible preferred stocks, regardless of whether they are redeemable or perpetual. Gann stated
that interested parties approve of the revisions.

Sherman made a motion, seconded by Clark, to adopt the revisions, which will be forwarded as a proposal to the
Blanks (E) Working Group, to clarify that realized gains and losses on perpetual preferred stock and mandatory
convertible preferred stock shall not be added to IMR, regardless of NAIC designation, and shall follow the same
concepts that exist for common stock in reporting realized gains/losses to AVR (Attachment One-J). The motion
passed unanimously.

E. Agenda ltem 2023-30

Bruggeman directed the Working Group to agenda item 2023-30: Admissibility Requirements of Investments in
Downstream Holding Companies. Robin Marcotte (NAIC) stated that the Working Group exposed consistency
revisions to the existing guidance in SSAP No. 97—Investments in Subsidiary, Controlled and Affiliated Entities to
update language in paragraph 24 on audits and admissibility to better align with guidance in paragraphs 26 and
27 on the look-through methodology. Marcotte stated that interested parties provided comments suggesting the
removal of one extra exposed phrase. She stated that NAIC staff recommend the Working Group adopt the
exposed revisions with the deletion of the extra exposed phrase.

Clark made a motion, seconded by Bartlett, to adopt the exposed revision with the minor modification proposed
by interested parties. The revisions update the language in SSAP No. 97, paragraph 24, on audits and admissibility
to better align with guidance in paragraphs 26 and 27 on the look-through methodology (Attachment One-K). The
motion passed unanimously.

F. Agendaltem 2023-31

Bruggeman directed the Working Group to agenda item 2023-31: Model 630 Mortgage Guaranty Insurance.
Marcotte stated that the Working Group exposed a project to address the updates to the Mortgage Guaranty
Insurance Model Act (#630). She stated that this model is excerpted in Appendix A-630 Mortgage Guaranty
Insurance, which is referenced in SSAP No. 58—Mortgage Guaranty Insurance. She stated that this agenda item
was intended to announce the project and ask for comments on a proposed effective date. Marcotte stated that
interested parties had no comments and that NAIC staff recommend the Working Group direct staff to develop
updates to SSAP No. 58 and Appendix A-630—Mortgage Guaranty Insurance for future discussion. She stated that
because there are approximately 10 mortgage guaranty insurers, and they are concentrated in a small number of
states, NAIC staff will work with the effected states to establish a proposed effective date.
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Bruggeman noted agreement with directing NAIC staff as outlined and noted a motion was not required for the
Working Group to direct NAIC staff.

G. Agenda Item 2024-01

Bruggeman directed the Working Group to agenda item 2024-01: Bond Definition — Debt Securities Issued by
Funds. Gann stated that this agenda item was a revision to the adopted guidance for the principles-based bond
definition in SSAP No. 26R—Bonds. She stated that the goal was to clarify the guidance for debt securities issued
by funds and that, currently, the guidance adopted allows debt securities issued by SEC registered funds to be
classified as issuer credit obligations. She stated that the SEC registration is a key component of that guidance and
is a rule component. Gann stated that since the Working Group is trying to make the bond definition principles-
based, revisions have been exposed to eliminate that specific rule and instead incorporate a principles-based
concept that could be used in determining whether debt security issued by funds meets the criteria of an operating
entity and should be recognized as issuer credit obligations.

Gann stated that interested parties requested a small change regarding the description of the amount of debt,
proposing a change from marginal to prudent. She stated that a support letter was also received from PineBridge
Investments. Gann stated that during the interim with the exposure, the Working Group received several informal
comments from both regulators and industry, identifying some interpretations of this guidance that were going
beyond the intent. She stated that some companies were interpreting this guidance to allow debt securities from
feeder funds or rated notes to automatically be classified as issuer credit obligations, even though equity-type
interests backed them. She stated that due to this, NAIC staff are not recommending the adoption of this guidance
at this time. Instead, NAIC staff recommend re-exposure with direction to regulators and the industry to work
together to develop guidance that accurately identifies what should be permitted as debt securities issued by
funds that cannot be extrapolated to also include feeder funds or other collateralized fund obligation (CFO) type
investments that are intended to be assessed as asset-back securities. Gann stated that the current guidance has
the SEC registration component and that until and unless something else is adopted that replaces that guidance,
only debt securities issued by SEC-registered funds would be permitted to be classified as issuer credit obligations
under the principles-based bond definition.

Bruggeman stated that the feeder funds were a discussion topic at some point during the bond definition
discussion, and there was a lot of back and forth to make sure the Working Group understood how they worked.
He stated that the Working Group does not want to start making changes to the project’s original intent and that
the point of the revisions was to make the guidance better aligned with the residual’s definition.

Clark stated that the principle is that an asset-backed security (ABS) issuer is an entity that exists with the primary
purpose of raising debt capital. He stated that the exposed guidance was trying to better clarify how to evaluate
a fund under those criteria. He stated that given a feeder fund’s sole purpose is to raise capital through investors
that have to invest in debt instruments but cannot directly invest in a master fund, he is confused how there could
be any kind of interpretation that would allow all feeder fund issuances to be issuer credit obligations. He stated
that it seems like that would be completely contradictory to what it says, so through this re-exposure period, he
will look for some clarification on how the Working Group can avoid that interpretation or help the Working Group
understand how that interpretation came to be in the first place.

Mike Reis (Northwestern Mutual), representing interested parties, stated that interested parties support the goal
the exposure is trying to achieve. He stated that interested parties had several calls and believed they understood
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what it meant and thought they had the same conclusion that Clark did on feeder funds. He stated that interested
parties look forward to working with the Working Group to achieve the objective without misinterpretation.

Clark made a motion, seconded by Weaver, to re-expose the agenda item for debt securities issued by funds with
a request for regulators and industry to provide comment on the proposed language that assists with clarifying
the scope of guidance and to 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, which is not intended under the guidance. The motion passed unanimously.

H. Agenda ltem 2019-21

Bruggeman directed the Working Group to agenda item 2019-21: SSAP No. 21R - Principles-Based Bond Project.
Gann stated that in February, the Working Group exposed an updated SSAP No. 21R for a shortened comment
period to allow a final look at proposed revisions to encompass the guidance for non-bond debt securities, the
accounting and reporting guidance in the classification of those in scope of SSAP No. 21R, and then to prescribe
the measurement method for residual interests. She stated that the component of the non-bond debt securities
has been exposed a couple of times now with no comments received. Gann stated that the last couple of
exposures were focused on the measurement method for the residual interests. She stated that the way the
guidance is currently written is that there is a new amortized cost calculation for residual interests in which a
company would calculate the effective yield based on expected cash flows at the time of acquisition, and then as
cash flows are received, anything received in accordance with that effective yield would be recognized as interest
income. She stated that the amounts received in excess would reduce the book/adjusted carrying value (BACV).
Gann stated there is also a practical expedient included where a company could elect to take all cash flows
received from residual as a reduction to BACV. She stated that if electing the practical expedient, no interest
income would be recognized until the BACV ends at zero. She stated that also under the new SSAP No. 21R
measurement method, the recognition of residual interest would be capped at cost. Gann stated that some
companies have recorded increases in cost historically, so the current BACV is significantly higher than the cost.
She stated that the guidance in SSAP No. 21R is intended to be prospective, so NAIC staff do not necessarily
anticipate those to be an elimination, but going forward, recognition of residuals would be kept at cost.

Gann stated that two comments were received from interested parties. One was a minor editorial change on sub-
paragraph numbering, and the other had to do with a disclosure component related to SSAP No. 43R—Loan-
Backed and Structured Securities. She stated that the way the guidance is worded in SSAP No. 21R is that in the
non-bond debt security guidance, they would follow SSAP No. 43R for the recognition of other than temporary
impairment (OTTI) allocation between IMR and AVR. Gann stated that interested parties provided a comment on
the bifurcated impairment disclosure that exists in SSAP No. 43R, and the edit would have expanded the disclosure
requirement for SSAP No. 21R to be an individual security reporting if they had bifurcated impairment. She stated
that is not what was intended in that disclosure, so NAIC staff are recommending that the Working Group not
adopt the interested parties’ change since there already is an aggregate disclosure, and the individual one is only
for those with bifurcated impairment. Gann stated that NAIC staff recommend the Working Group adopt SSAP
No. 21R, with minor sub-paragraph edits as identified by interested parties. She stated that this will be the last
SSAP revised as part of the principles-based bond definition. She stated that, upon adoption, the project should
be complete minus the issue paper, which is being drafted for historical documentation purposes. Gann stated
that Schedule D was already adopted by the Blanks (E) Working Group, and the only remaining piece on the
reporting side is Schedule BA, which is currently exposed, and the adoption consideration should occur in May.
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She stated that NAIC staff are also working on a comprehensive training program for the bond project and are
hoping to have it completed in 2024.

Bruggeman stated that this is planned to be effective Jan. 1, 2025, with early adoption allowed for residuals only.
He stated that those companies that are increasing BACV from the original cost should be very conservative and
follow the company’s accounting policy.

Kasinow made a motion, seconded by Walker, to re-expose revisions to SSAP No. 21R to incorporate a new
measurement method for residual interests. The current revisions incorporate industry’s proposal of an “effective
yield with a cap” method, as well as a practical expedient to allow the “cost recovery” method. The motion passed
unanimously.

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 this agenda item was originally introduced in 2022 and
proposed to nullify INT 03-02: Modification to an Existing Intercompany Pooling Arrangement, as it is inconsistent
with guidance in SSAP No. 25—Affiliates and Other Related Parties on affiliated related party transactions
regarding economic and non-economic transactions between related parties. Marcotte stated that interested
parties recommend replacing the guidance in INT 03-02 with additional guidance in SSAP No. 25 to add a
paragraph which would continue to allow the use of book value for the transfer of assets, only related to existing
intercompany pooling arrangements and those modifications. She stated that for SSAP No. 63—Underwriting
Pools, on intercompany pooling, interested parties also proposed additional changes that would continue to allow
intercompany pooling arrangements to be held at book value. Marcotte stated that this will be narrow, specific,
and only apply to intercompany pooling, and it should not be analogized to other situations. She stated that NAIC
staff recommend the Working Group decide between two options. The first option is to nullify and no longer allow
an exception for intercompany pooling. The second option, if the Working Group decides to maintain an exception
that allows the transfer of assets at book value for these intercompany pooling agreements, NAIC staff suggest
that it be narrow and specific. She stated that NAIC staff recommend nullifying INT 03-02 with both options.
Marcotte also stated that some states require a Form D filing to review assets being transferred in addition to the
reinsurance agreement, but that NAIC staff did not add extra language related to that.

Bruggeman stated that perhaps, in completing the reviews of Form D for reinsurance, the regulator needs to make
a comment on the book value or confirm that any assets instead of cash were reported at book value and or
market value. He stated that the Working Group should not override what the state requires from a company. He
stated that in honing it down to just intercompany pooling adjustments, or especially adding a new company, it
makes sense to do it at book value because otherwise the liabilities coming across are different than what the
assets are.

Arfanis, Clark, and Hudson expressed support for the exposure with the additional wording suggested by
interested parties. Malm suggested that the Working Group refer this issue to the Risk-Focused Surveillance (E)
Working Group to provide notification of the changes.

Arfanis made a motion, seconded by Clark, to expose revisions to SSAP No. 63 and SSAP No. 25 to address transfers

of assets when modifying intercompany pooling agreements. In addition, the Working Group exposed its intent
to nullify INT 03-02. The motion passed unanimously.
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J.  Agenda Item 2024-06

Bruggeman directed the Working Group to agenda item 2024-06: Risk Transfer Analysis on Combination
Reinsurance Contracts. Marcotte stated that this agenda item resulted from a referral from the Valuation Analysis
(E) Working Group regarding reinsurance risk transfer and reserve credit for a particular form of reinsurance
observed by regulators in the life insurance industry. She stated that the referral identified issues on evaluating
reinsurance for risk transfer when there is more than one type of reinsurance, and there is an interdependence
of the types of reinsurance, including but not limited to an experienced refund based on the aggregate experience.
Marcotte stated the Valuation Analysis (E) Working Group noted that these types of reinsurance contracts should
be evaluated together and not have separate risk transfer evaluations. She stated that the Working Group also
noted concerns with overstated reserve credit due to bifurcated risk transfer analysis and provided an example
treaty with coinsurance and a yearly renewable term that had an aggregate experience refund and the inability
to independently recapture the separate types of reinsurance. Marcotte stated that the Valuation Analysis (E)
Working Group expressed concern that some companies were taking too large of a reserve credit and noted
concerns on risk transfer. She stated that NAIC staff recommend exposing new guidance that is derived from SSAP
No. 62R—Property and Casualty Reinsurance, Implementation Guide. She noted that the source of the guidance
in SSAP No. 62R was U.S. generally accepted accounting principles (GAAP), and under GAAP, the proposed
guidance is also relevant to long-term contracts.

Bruggeman stated that the Working Group previously made SSAP changes related to reinsurance with the goal of
being as consistent as possible across all business types. He stated that in a Form D filing, there cannot be a series
of separate transactions and that regulators must look at them together. Bruggeman stated that is what the
Valuation Analysis (E) Working Group is attempting to convey.

Clark made a motion, seconded by Walker, to expose revisions to incorporate guidance to SSAP No. 61R—Life,
Deposit-Type and Accident and Health Reinsurance, which is consistent with the guidance currently in SSAP No.
62R, Exhibit A Implementation Questions and Answers, question 10. This guidance requires risk transfer to be
evaluated in aggregate for contracts with interrelated contracts features, such as experience rating refunds. The
exposure also recommends adding a reference in Appendix A-791—Life and Health Reinsurance Agreements,
paragraph 6, clarifying the yearly renewable term guidance regarding the entirety of the contract. The motion
passed unanimously. The Working Group also directed notification of the exposure to VAWG, the Life Actuarial
(A) Task Force, and the Reinsurance (E) Task Force.

3. Considered Maintenance Agenda—Pending Listing

Stolte made a motion, seconded by Walker, to expose the following statutory accounting principle (SAP) concepts
and clarifications to statutory accounting guidance until May 31, except for agenda item 2024-13, which has a
comment deadline of April 19. The motion passed unanimously.

A. Agenda Item 2024-02

Bruggeman directed the Working Group to agenda item 2024-02: ASU 2023-01, Leases (Topic 842), Common
Control Arrangements. Stultz stated that this agenda item is a clean-up item to Financial Accounting Standards
Board (FASB) Topic 842 which covers two separate issues. He stated that the first issue is an optional practical
expedient, specifically for private companies and not for profit companies, that NAIC staff are recommending the
Working Group reject. The second issue provides updated guidance for leasehold improvements associated with
a lease between entities under common control or within the same holding company group. Stultz stated since
assets are going to be held in the same holding company group, it allows companies to factor that in when
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establishing the life of leasehold improvements. He stated that this issue could impact some companies that have
these arrangements and so, in order to keep the statutory accounting guidance for leases as close as possible to
U.S. GAAP while also maintaining the operating lease treatment for statutory accounting, NAIC staff recommend
the Working Group incorporate this guidance for the leasehold improvements into SSAP No. 19—Furniture,
Fixtures, Equipment and Leasehold Improvements and SSAP No. 73—Health Care Delivery Assets and Leasehold
Improvements in Health Care Facilities.

B. Agenda Iltem 2024-03

Bruggeman directed the Working Group to agenda item 2024-03: ASU 2023-08, Accounting for and Disclosure of
Crypto Assets. Stultz stated that this agenda item is for accounting guidance and disclosure guidance for crypto
assets. He stated that ASU 2023-08 establishes that crypto assets are intangible assets and provides several
updates for disclosures. He stated that NAIC staff recommend the Working Group expose the FASB definition of
crypto currency into SSAP No. 20—Nonadmitted Assets with minor modification to align with statutory accounting
language, which would permanently clarify that crypto assets do not meet the definition of an admitted asset for
statutory accounting. He also stated that NAIC staff recommend the Working Group maintain existing general
interrogatories for crypto assets as that will allow regulators to obtain the cryptocurrency information in situations
when companies do hold these assets and, upon adoption of the recommended guidance, nullify INT 21-01:
Accounting for Cryptocurrencies.

C. Agendaltem 2024-04

Bruggeman directed the Working Group to agenda item 2024-04: Conforming Repurchase Agreements. Gann
stated that this agenda item was drafted in response to a referral from the Life Risk-Based Capital (E) Working
Group received in January, which addressed conforming repurchase agreements. She stated that the referral was
received pursuant to an American Council of Life Insurers (ACLI) request to modify the treatment of repurchase
agreements in the life RBC formula, to converge with the treatment of conforming securities lending programs.
Gann stated that NAIC staff reviewed the referral and provided an immediate response. She said in that response,
it was identified that accounting and reporting are currently different for securities lending and repurchase
agreements. As such, before an RBC factor change is considered, further investigation is needed to assess and
determine whether convergence of accounting and reporting guidance for securities lending and repurchase
agreements is appropriate for statutory accounting. Gann stated that, also in the referral response, it was
identified that this topic would be addressed as an agenda item as soon as possible. She stated that NAIC staff
have identified several other areas to recommend for Working Group review, including:

e Schedule DL currently only encompasses securities lending and expanding that to repurchase agreements
would be part of the agenda item.

e Blanks reporting revisions would be needed to incorporate the RBC factor change for a new line for
conforming repurchase agreements.

e An assessment of conforming provisions on Schedule DL.

Gann stated that NAIC staff are recommending exposure of the agenda item and for the Working Group to direct
NAIC staff to work with industry and regulators to review these items during the exposure period.

D. Agenda Item 2024-05

Bruggeman directed the Working Group to agenda item 2024-05: Appendix A-791 Life and Health Reinsurance
Agreements. Marcotte stated that the agenda item is a response to the other Valuation Analysis (E) Working
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Group exposure sent to the Working Group. She stated that the Valuation Analysis (E) Working Group
recommended a clarifying edit to Appendix A-791, Section 2.c’s question and answer (Q&A) section. Marcotte
stated that the Valuation Analysis (E) Working Group recommends deleting one sentence within the Q&A section
because the sentence was unnecessary and may create confusion and misinterpretation. She stated that NAIC
staff recommend exposing the agenda item to remove the sentence and notify the Valuation Analysis (E) Working
Group, the Life Actuarial (A) Task Force, and the Reinsurance (E) Task Force of the exposure.

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 this agenda item stemmed from the larger IMR project where NAIC staff identified a need to
identify assets that are subject to a funds withheld or a modified coinsurance (modco) arrangement. He stated
that the goal of this agenda item is to work towards establishing new reporting for funds withheld assets, and
then further including a signifier for modco assets. Stultz stated that NAIC staff are recommending the Working
Group add a new part to Schedule S for the Life and Fraternal and Health Annual Statements and Schedule F for
Property/Casualty and Title, similar to in structure to the current Schedule DL. He stated that this reporting will
allow for the reporting of assets that are subject to funds withheld arrangements as well as a signifier for assets
subject to a modco arrangement, with the goal of having it flow cleanly into RBC.

F. Agenda Item 2024-08

Bruggeman directed the Working Group to agenda item 2024-08: Consistency Revisions for Residuals. Gann stated
that this agenda item will eliminate all the edits that were done previously and will incorporate the guidance into
one location. Gann stated that, with the adoption of SSAP No. 21R which includes the definition of residuals, and
all of the accounting and reporting guidance, this agenda item will eliminate the definitions that were included in
SSAP No. 26R, SSAP No. 30R—Undffiliated Common Stock, SSAP No. 32R—Preferred Stock, SSAP No. 43R, and SSAP
No. 48, so that there is a single source for the definition of residuals and all of those SSAPs point to the guidance
in SSAP No. 21R. She stated that this will be consistent and will eliminate situations where the guidance may be
different in one SSAP versus the other. Gann stated that NAIC staff are recommending exposure of all the edits
within the agenda item.

G. Agenda Item 2024-09

Bruggeman directed the Working Group to agenda item 2024-09: SSAP No. 2R — Clarification. Gann stated that
this agenda proposes an editorial change to SSAP No. 2R—Cash, Cash Equivalents, Drafts and Short-Term
Investments. She stated that NAIC staff were made aware of lingering references that imply that ABS, mortgage
loans, or other Schedule BA: Other Long-Term Invested Assets items are permitted to be reported in the scope of
SSAP No. 2R. She stated that those items are no longer allowed to be reported as cash equivalents or short-term
investments under revisions already adopted. Gann stated that this agenda item has minor edits to remove those
lingering references so there is no confusion that everything that goes within the scope as an asset-backed
security, mortgage loan, or a Schedule BA item will no longer be included on Schedule DA or Schedule E, Part 2.

H. Agenda ltem 2024-10

Bruggeman directed the Working Group to agenda item 2024-10: SSAP No. 56R — Book Value Separate Accounts.
Gann stated that this agenda item was drafted 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. Gann stated that SSAP No. 56 anticipates a fair value measurement
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method, although there is guidance included within supporting fund accumulation contracts (GICs) that allows a
book value measurement method. She stated that there is no direct guidance in SSAP No. 56 to identify how
transfers should occur from the general account to the separate account. This agenda item is a concept to
recommend the Working Group to direct NAIC staff to work with the industry to develop consistent guidance so
that all parties are operating with the same approach for SSAP No 56.

I. 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 this agenda item was drafted in response to ASU 2023-09, which was issued to
enhance the transparency and decision usefulness of income tax disclosures. Oden stated that the most significant
change made by this is a new tax rate reconciliation disclosure, which would require companies to disclose certain
information and the difference between its effective tax rate, and the stated federal, state, and foreign income
tax rates. He stated that under ASU 2023-09, public companies would be required to disclose detailed quantitative
and qualitative disclosures for the tax rate reconciliation while private companies only must provide certain
gualitative disclosures. Additionally, ASU 2023-09 also requires all entities to provide additional disclosures on
income tax expense and income taxes paid and removes two existing income tax disclosures from the codification.
Oden stated NAIC staff recommend that the Working Group expose revisions to adopt ASU 2023-09 with
modification to SSAP No. 101—Income Taxes. He stated that NAIC staff specifically recommend the adoption of
the private company tax rate reconciliation requirement (qualitative disclosures only), both additional disclosures
and income tax expense and income taxes paid, and to remove only one of the two income tax disclosures
eliminated by ASU 2023-09.

J. Agenda ltem 2024-12

Bruggeman directed the Working Group to agenda item 2024-12: Updates to SSAP No. 27. Oden stated that this
agenda item was developed in response to a question received on the annual statement Note 16 table for
reporting off balance sheet risk for derivative contracts. He stated that the current table only allows for three
types of derivative contracts to be reported and does not have the equivalent of an “other” category for contracts
that do not fit within the three existing categories. Oden stated that it was also noted that SSAP No. 27—Off-
Balance Sheet and Credit Risk Disclosures references FAS 105—Disclosure of Information about Financial
Instruments with Off-Balance-Sheet, which was superseded prior to the establishment of the FASB codification.
Oden stated that NAIC staff recommend that the Working Group expose this agenda item with revisions to SSAP
No. 27 to remove reference to FAS 105 as well as to revise the annual statement instructions.

K. Agenda ltem 2024-13

Bruggeman directed the Working Group to agenda item 2024-13: Update SSAP No. 107 Disclosures. Marcotte
stated that this agenda item was initiated by UnitedHealth Group and recommends updates to the disclosure
requirements in SSAP No. 107—Risk-Sharing Provisions of the Affordable Care Act to remove disclosures related
to transitional reinsurance and the risk corridors programs, which have both expired. She stated that NAIC staff
also added additional revisions to remove related parts of the roll forward illustration in Exhibit B of SSAP No. 107
for the expired programs. Marcotte stated that NAIC staff have coordinated with the Blanks (E) Working Group to
develop a proposal to have the disclosures removed for the year-end 2024 financial statements.
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L. Agenda Iltem 2024-14EP

Bruggeman directed the Working Group to agenda item 2024-14EP: Accounting Practices and Procedures Manual
Editorial. Stultz stated that this agenda item recommends editorial revisions to remove the “Revised” and “R”
previously intended to identify a substantively revised SSAP from SSAP titles and SSAP references within the
manual. NAIC staff consider the “Revised” and “R” identifiers as no longer useful.

4. Considered Maintenance Agenda — Active Listing

A. Agenda Iltem 2023-26

Bruggeman directed the Working Group to agenda item 2023-26: ASU 2023-06, Disclosure Improvements,
Codification Amendments in Response to the SEC’s Disclosure Update and Simplification Initiative. Oden stated
that this ASU is intended to update certain disclosure requirements so that readers can more easily compare
entities subject to existing SEC disclosures with entities that were not previously subject to these disclosures. He
stated that the revisions consist of changes that would broaden the scope of disclosures to both private and public
entities, as well as miscellaneous clarifications or technical corrections to other disclosures. Oden stated NAIC
staff recommend the Working Group expose revisions to adopt with modification certain disclosures from ASU
2023-06 within SSAP No. 15—Debt and Holding Company Obligations and SSAP No. 103R—Transfers and Servicing
of Financial Assets and Extinguishments of Liabilities. He stated that NAIC staff recommend rejection of the
weighted average interest rate disclosure due to concerns about the complexity of the calculation. Oden stated
that the Working Group is also requesting input on whether the accounting policy disclosure for cash flows
associated with derivatives, Accounting Standards Codification (ASC) 230-10-50-9, would provide useful
information to regulators.

Sherman made a motion, seconded by Weaver, to expose revisions to adopt, with modification, certain disclosures
from ASU 2023-06 for statutory accounting within SSAP No. 15 and SSAP No. 103. The Working Group also
requested input from regulators and interested parties on whether the derivative cash flow accounting policy
disclosure, described in ASC 230-10-50-9, would provide useful information to regulators. The motion passed
unanimously.

5. Discussed Other Matters

A. Discussion of Collateral Loan Reporting

Clark addressed questions received on the reporting of collateral loans for year-end 2024, noting that all collateral
loans shall be reported in the collateral loan reporting line on Schedule BA. He noted that it has been identified
that some entities have been reporting collateral loans within the non-registered private equity fund reporting
lines to allow RBC to be determined based on the type of underlying collateral. Although that reporting line will
not be deleted until 2025, he noted that it would be erroneous for companies to continue reporting collateral
loans within that line for 2024 unless they have a permitted practice, as it is now explicit that reporting line should
not be used for those investments.

B. Review of U.S. GAAP Exposures

Stultz identified two GAAP items currently exposed by the FASB. He stated that comments are not recommended
at this time and that NAIC staff recommend review of the final issued ASUs under the SAP Maintenance Process
as detailed in Appendix F—Policy Statements.
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C. Update on the IMR Ad Hoc Subgroup

Gann stated that the IMR Ad Hoc Subgroup has met regularly since its first meeting in October 2023. She stated
that discussions have focused on how IMR affects actuarial calculations, the definition and purpose of IMR, the
impact of derivatives on IMR, and how reinsurance impacts IMR. Gann stated that the IMR Ad Hoc Subgroup has
meetings scheduled through the 2024 Summer National Meeting. She stated that key elements expected as part
of the future discussions will be to provide more detail on the derivatives impacting IMR. These discussions are
expected to include concepts for how companies determine effectiveness for these “economically effective”
derivatives that do not qualify as “accounting effective” under SSAP No. 86—Derivatives as well as the concepts
reporting entities have used in determining the amortization timeframe for IMR generated from derivative
gains/losses.

Gann stated that NAIC staff will be compiling information on the reported 2023 year-end IMR in the statutory
financial statements, including the extent that insurance reporting entities have moved to a net negative
(disallowed) IMR position, and the extent (if any) companies have exceeded the 10% admittance threshold. She
stated that NAIC staff will share information on the reported financial statement info with regulators as soon as
possible.

D. 1AIS Audit and Accounting Working Group (AAWG Update)

Gann stated that she and Maggie Chang (NAIC) have been recently involved in monitoring International
Association of Insurance Supervisors (IAIS) discussions, including the Climate Risk Disclosure Subgroup. Gann
stated that there have been many meetings and discussions towards the development of an IAIS paper to provide
guidance for supervision of climate-related risks and disclosure. She stated that recent discussions have focused
on linking the paper to disclosure requirements in Insurance Core Principle (ICP) 9 (Supervisory Review and
Reporting) and ICP 20 (Public Disclosure). She stated that topics including issues with data quality, data validation,
metrics, and U.S. stakeholder concerns in public reporting have been highlighted as part of the discussions. Gann
stated that discussions have also included the Accounting and Auditing Working Group (AAWG), which has met
recently to discuss items including the International Accounting Standards Board (IASB) exposure on proposed
amendments to Financial Instruments with Characteristics of Equity, information on the Climate Risk Disclosure
Subgroup, and discussions on the International Auditing and Assurance Standards Board (IAASB) exposure draft
ISA 240, as well as the Auditor’s Responsibilities Related to Fraud in an Audit of Financial Statements.

Gann stated that this update is intended to inform the Statutory Accounting Principles (E) Working Group
regulators and interested parties of these ongoing NAIC staff actions to monitor and participate in the IAIS AAWG.

Any questions on discussions or if additional information is requested, please contact NAIC staff.

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

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member  Meetings/E ~ CMTE/APPTF/2024SpringNM/summary  and
minutes/SAPWG/Att 1_SAPWG Minutes 3-16-2024 TPR.docx
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Draft: 2/26/24

Statutory Accounting Principles (E) Working Group
Virtual Meeting
February 20, 2024

The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force
met Feb. 20, 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); William Arfanis and Michael Estabrook
(CT); Cindy Andersen (IL); Melissa Gibson and Stewart Guerin (LA); Judy Weaver and Steve Mayhew (MI); Doug
Bartlett (NH); Bob Kasinow (NY); Jamie Walker (TX); Doug Stolte and David Smith (VA); and Elena Vetrina (WI).

1. Reviewed Comments on Exposed ltems

The Working Group met to review comments received (Attachment One-A1) on items exposed at the 2023 Fall
National Meeting.

A. Agenda ltem 2019-21

Bruggeman directed the Working Group to agenda item 2019-21: Principles-Based Bond Project. Julie Gann (NAIC)
stated that this agenda item focuses on the revisions to SSAP No. 21R—Other Admitted Assets that are
predominantly related to the principles-based bond project. She stated that this item was exposed at the Fall
National Meeting and the revisions at that point in time were focusing on the residual guidance, specifically the
accounting and measurement for residuals and not guidance for the non-bond debt securities. Gann stated that
the guidance related to the non-bond debt securities did not receive any comments from the last two exposures.
She stated that for residuals the item that was exposed at the Fall National Meeting had been updated to reflect
interested party comments, including a new measurement method that uses the effective yield for determining
interest income and book/adjusted carried value (BACV). Gann stated that the guidance incorporated a practical
expedient where all cash flows received would reduce the security’s BACV, reflecting more of a return of cost
basis. She stated that since that exposure NAIC staff has been collaborating with interested parties during the
interim. Gann stated that interested parties did provide comments in their comment letter, but she believes most
of the comments have been addressed in the revised version that is included within the meeting materials. She
stated that NAIC staff is recommending the Working Group expose an updated revised SSAP No. 21R, which
reflects the current collaboration with interested parties’ for a shortened exposure period ending March 7, with
the goal of adoption consideration at the 2024 Spring National Meeting. She stated that if additional time is
needed, interested parties and regulators should let NAIC staff know. Gann also highlighted that the guidance is
drafted to allow for early adoption of the residual guidance only in response to interested parties’ comments. She
stated that the way it is worded, it would only be applicable to the accounting and measurement residual
guidance, not for the entire SSAP and not for the guidance for non-bond debt securities, which has an effective
date of Jan. 1, 2025, to be consistent with the bond project. S

Gann presented the key elements included in the revised agenda item. She stated that the first has to do with
transition guidance where residuals were accounted for under a different SSAP prior to the inclusion in SSAP No.
21R. The second has to do with admittance of the residuals. She stated that all residuals will be subject to the
guidance in SSAP No. 21R. So, if it is in the legal form of a securitization in scope of SSAP No. 43R—Loan Backed
and Structured Securities, or as a investment in scope of SSAP No. 48—Joint Ventures, Partnerships and Limited
Liability Companies, it will follow the guidance of SSAP No. 21R. For example, under SSAP No. 48, audits are
required for admittance, but that will not be required for residuals because they would be subject to SSAP No.
21R guidance. Gann stated that in the prior version there was guidance for if a residual ceases to be a residual and
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moving it to another reporting location, and that guidance has been eliminated. She stated that NAIC staff agrees
with interested parties that moving investments from one classification to another after original acquisition
becomes a reporting burden, so that guidance has been removed. She stated that, once reported as residual, it
would stay at that location until it was disposed. She stated that there was also some OTTI clarification guidance
included in the current revisions.

Andrew Morse (Global Atlantic), on behalf of interested parties, stated that interested parties are in favor of the
exposure, and are looking forward to making any final industry comments prior to the Spring National Meeting
and thanked regulators and NAIC staff for a very collaborative process on this agenda item.

Clark made a motion, seconded by Walker, to expose revisions to SSAP No. 21R with a shortened exposure period
ending March 7, to allow for adoption consideration at the Spring National Meeting. The motion passed

unanimously.

B. Agenda ltem 2023-16

Bruggeman directed the Working Group to agenda item 2023-16: Schedule BA Reporting Categories. Gann stated
that this agenda item was exposed at the Fall National Meeting proposing annual statement instruction edits to
improve the descriptions of the underlying categories of the reporting lines related to SSAP No. 48. She stated
that these are investments in joint ventures, LLC’s or partnerships with underlying characteristics such as fixed
income, real estate, common stock, mortgage loans, and other. She stated the intent of the agenda item was to
improve descriptions of the underlying categories to improve consistency in reporting. Gann stated that the Blanks
(E) Working Group had also exposed agenda item 2023-12BWG in response to the Bond Project. These revisions
were more detailed and included adding new reporting lines for the non-bond debt securities and also included
the elimination of an existing reporting line for non-registered private funds, because those items should be
included in the SSAP No. 48 lines as a joint venture, partnership, or LLC. She stated that interested party comments
were received proposing some clarification edits to the joint ventures, partnership and LLC reporting line, as well
as some items related to residuals. Gann stated that the Blanks (E) Working Group also received comments on
their exposure of 2023-12BWG. Gann stated that, since the Blanks (E) Working Group is not a policy making group,
and because the Statutory Accounting Principles (E) Working Group had sponsored the blanks proposal, this
discussion was encompassing all comments with the intent to revise the blanks proposal. Gann stated that
although there was some opposition to the deletion of the non-registered private funds reporting line, the
Working Group plans to continue with removing that reporting line and have those items be captured in the SSAP
No. 48 reporting lines as joint ventures, partnerships or LLCs. Gann stated that one reason that was given as
opposition was that there were some investments being reported that were not non-registered private funds. She
stated that these could be characterized as a variety of types of collateral loans, including warehouse loans,
intercompany and related party loans and loans that were fully guaranteed by the U. S. government. Gann stated
that those are not non-registered private funds and should not be reported within that category. She stated that
these items should likely be captured within the collateral loan category. She stated that NAIC staff recommends
the Working Group re-expose this agenda item and to provide a modified blanks proposal for exposure during the
Blanks (E) Working Group call on Feb. 21, 2024. Gann stated revisions in the proposal include a statement, at the
top of Schedule BA, that all investments shall be reported in the dedicated reporting line category, and
investments that do not have a dedicated category are to be captured in the any other class of asset category. For
the joint venture, LLC or partnership reporting category, the Working Group proposes to take the interested party
comments and disclosure clarifications and incorporate those into the descriptions. She stated that those
descriptions have been further expanded to make it clear that those are for investments that are in scope of SSAP
No. 48. Gann stated that there is one exception to the joint venture, partnership and LLC reporting line proposed
for structured settlement payment rights that are in scope of SSAP No. 21R. She stated that the Working Group
did not include interested party comments for revisions made to the residual reporting category because all the
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residuals are moving to SSAP No. 21R, and this will be effect Jan. 1, 2025 which will match the SSAP No. 21R
effective date. As such, the reporting instructions have been revised to reflect the resulting SSAP No. 21R location.

Tip Tipton (Thrivent), stated that interested parties realize that the new categories for scheduled BA are a vital
part of the overall bond project and that this is a critical phase to make sure these get adopted in preparation for
the Jan. 1, 2025, effective date. He stated that interested parties will be commenting on the Statutory Accounting
Principles (E) Working Group exposure as well as with the Blanks (E) Working Group exposure.

Morse stated that one key point that that industry would like to make is that they understand the concern that is
being raised about the reporting being consistent with the SSAPs. He stated that the non-registered private funds
group category has had a long history, it used to be called fixed income instruments with underlying characteristics
of various types of investments, and in fact, the annual statement instructions for that category today instruct
companies to include fixed income instruments that are not Schedule D or Schedule B investments. He stated that
there is confusion as to how the SSAP maps into the blank instructions. Morse stated that the basis for the current
reporting, which has been flagged as a concern by the Working Group, is that when fixed income instruments are
included in this section the investments map to AVR and from AVR get pulled to RBC. He stated that the key
comment that industry wanted to make is that how this is being reported now, has been from interpretation of
the annual statement instructions, rather than the core SSAPs. He stated that interested parties were primarily
hoping to take the time to make sure to understand that sub-group of assets, and make sure that if changes are
made to how they are currently reported, that any blanks instructions impacting Schedule BA, AVR, RBC
instructions are adopted at the same time. He stated that interested parties hoped this would be effective Jan. 1,
2025, along with the bond project, but with the guidance from this exposure are concerned this may be in a 2024
timeframe, which could be challenging.

Gann stated that the proposal for the blanks reporting changes is Jan. 1, 2025. She stated that a broader question
may be for those items that are not non-registered private funds, such as the collateral loans, that were put in
that category. She stated that the reporting category is for “non-registered private funds with underlying assets
having characteristics of a bond, mortgage loan, or other fixed income instrument”. Although the instructions
indicate that the category includes fixed-income instruments that are not corporate or government unit
obligations or secured by real property, those instructions are describing the underlying characteristics of what a
non-registered private fund should possess to be in this reporting line. She stated that there might be a question
of whether industry should continue capturing collateral loans in that reporting line for 2024, noting that the
collateral loans reporting line would be the best place for those items. Gann stated that she is not familiar with
any direction for collateral loans to go under the non-registered private funds, so that would be something that
would be up for regulator discussion.

Clark stated that industry, during this next exposure, could look at that population and tell the Working Group
what else is in there and if it is all collateral loans. He stated that he agrees the items identified as being captured
in the non-registered private fund line should be reported as collateral loans, but if there are other things in there,
interested parties could bring those to the Working Group to determine whether they fit in an existing bucket or
if there are new reporting categories needed.

Hudson made a motion, seconded by Walker, to expose the most recent revisions to Agenda Item 2023-16 with

an exposure period ending April 19, and to present a modified blanks proposal with a request for exposure to the
Blanks (E) Working Group on their Feb. 21, 2023, conference call.
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C. Agenda ltem 2023-28

Bruggeman directed the Working Group to agenda item 2023-28: Collateral Loan Reporting. Gann stated that at
the 2023 Fall National Meeting, the Working Group exposed a new disclosure to SSAP No. 21R for year-end 2024
and to expand the reporting lines on Schedule BA to separate collateral loans by the type of collateral that secures
the loan. She stated that, with the exposure, the Working Group proposed potential data capture categories to
which interested parties provided comments. Gann recommended that the Working Group adopt the exposed
disclosure revisions to SSAP No. 21R and move forward with sponsoring a blanks proposal to data capture the
information for year-end 2024. She stated that interested parties had proposed clarifying revisions to the Blanks
(E) Working Group data capture proposal. Gann stated that ultimately the first recommendation is to adopt the
proposed new disclosure to SSAP No. 21R, to improve the data on collateral loans and what back the collateral
loans, for year-end 2024.

She stated that the second part of the NAIC staff recommendation is that the Working Group expose proposed
reporting lines to Schedule BA, for collateral loans, with a comment deadline of April 19. Gann stated that the
agenda item does not contain AVR reporting revisions, but NAIC staff are specifically requesting feedback from
industry and regulators on whether collateral loans backed by certain types of collateral should flow through AVR
for an RBC impact. She stated that NAIC staff also recommend a referral to the Life Risk-Based Capital (E) Working
Group on the proposed reporting lines and specifically to ask for feedback on the AVR mapping. Gann stated that,
historically, collateral loans have not flowed through AVR. She stated that this was tracked backed to a 1990 survey
where it was identified that collateral loans were too small in proportion to warrant going through AVR for life
companies. She stated that they were then captured on Schedule C, and when that schedule was eliminated, they
were moved to Schedule BA. At that time, they were not incorporated with the mapping through AVR. Gann stated
that, for life companies, they are the only item on Schedule BA that does not map through AVR. She stated that
all collateral loans receive a flat charge, for life companies, it is .6080 or 6.08%, for health and property & casualty
itis .5 or 5%. She stated that this relates to the conversation for the previous agenda item, where certain collateral
loans are being reported in the non-registered private fund category, and that category does map to AVR and
potentially has a different RBC impact. Gann stated that NAIC staff also proposed expanding the non-collateral
loan reporting lines to separate between those items that are related-party and affiliated loans.

Bruggeman asked Gann whether the second exposure item would apply for Jan. 1, 2025. Gann stated that, ideally,
it would apply for Jan. 1, 2025, but that may not be realistic since reporting lines are generally done at the start
of the year to be consistent for the entire year reporting. This timeframe would require adoption by the Blanks
(E) Working Group by August 2024 and if it cannot be done by that time, it would likely be Jan. 1, 2026. Bruggeman
stated that, due to the time Life Risk-Based Capital (E) Working Group needs to be able to change the collateral
loan charge, they would need something exposed early in 2025 to make that happen for year-end 2025. He stated
that he wants to make sure that the timing is considered not just for the Working Group, but also for the Blanks
(E) Working Group and Life Risk-Based Capital (E) Working Group processes.

Tipton thanked NAIC staff for meeting with interested parties about this agenda item earlier in the week. He stated
that interested parties really got good clarification, especially on the disclosure item and they envision that being
adopted for 2024. He stated that interested parties will work with the Blanks (E) Working Group in getting that
framework and structure worked out. He stated that interested parties have been working with NAIC staff over
the past six months on scheduling and reporting changes, so, they realize this is critical. He stated that interested
parties realize there is Schedule BA reporting as it relates to collateral loans, and that they are appreciative of the
opportunity to work with NAIC staff on that issue to do what they can to get it done for year-end 2025. Tipton
also stated that interested parties realize there is a lot of interconnectedness to this project and they look forward
to working with NAIC staff over the next couple of months on this and getting it done.
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Kasinow made a motion, seconded by Hudson, to adopt the new SSAP No. 21R collateral loan disclosure for year-
end 2024 (Attachment One-A2) and a sponsor a blanks proposal, and to expose Schedule BA reporting revisions,
for April 19, with a request for information on AVR from industry, including a referral to the Life Risk-Based Capital
(E) Working Group.

2. Discussed Other Matters

Gann stated that the Working Group received a referral from the Life Risk-Based Capital (E) Working Group
regarding proposed RBC changes for repurchase agreements originating from the American Council of Life Insurers
(ACLI) (Attachment One-A3). She stated that the proposal is to mirror treatment for certain repurchase
agreements, which meet the conforming criteria that currently exists for security lending. She stated that the
referral was asking the Working Group to consider this request based on the accounting and reporting aspects.
Gann stated that NAIC staff has reviewed that proposal and have noted accounting differences between
repurchase agreements and security lending programs. She stated that the Working Group has been asked to
provide an immediate response with regards to comments. Gann stated that NAIC staff has drafted a response
requesting a delay, or a deferral of consideration of this RBC change to allow for further assessment and
convergence of accounting and reporting for securities lending and repurchase agreements. She stated that there
were four items NAIC staff identified with the preliminary review of the referral. First, accounting and reporting is
different between the two structures. Second, the revisions would require a new general interrogatory for
reporting entities to capture the repurchase collateral from conforming programs. Third, there are questions on
the location of the conforming guidance and in determining whether a program is conforming. Fourth, NAIC staff
took a review of the reporting of the securities lending conforming programs. Gann stated that the review
identified very few entities that reported any securities lending program as a nonconforming program, however,
she noted that instances were noted in which the collateral reported on Schedule DL did not qualify within the
acceptable collateral requirements. She stated that NAIC staff noted that the securities lending guidance was
incorporated before the financial crisis of 2008 and, since that time, there have been many changes to how
securities lending transactions are reported. Gann stated that NAIC staff suggests the Working Group receive the
referral and direct the response letter, included in the meeting materials, to the Life Risk-Based Capital (E) Working
Group.

Bruggeman stated that it is up to the Life Risk-Based Capital (E) Working Group to decide whether to have a
consistent charge between the two types of programs. He stated that it still warrants Statutory Accounting
Principles (E) Working Group going through the process to make sure the data and documentation are in the
correct places to lend support for what Life Risk-Based Capital (E) Working Group decides to do and have the
structure in place to make that happen.

Walker made a motion, seconded by Hudson, to have the Working Group respond to the Life Risk-Based Capital
(E) Working Group referral (Attachment One-A4) and to direct NAIC staff to draft an agenda item to potentially

update SSAP No. 103R—Transfers and Servicing of Financial Assets and Extinguishments of Liabilities as needed.

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

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/sapwg/att 1a_sapwg
minutes 02.20.24.docx
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Email: d.keith.bell@travelers.com

January 22, 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 during the NAIC
National Meeting in Orlando with Comments due January 22

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).

Ref #2019-21: SSAP No. 21 — Principles-Based Bond Project

During the meeting, the Working Group exposed the changes summarized below:

1. All changes exposed in Summer 2023 have been accepted with new edits shown as
tracked in the re-exposed draft. (This has been done for readability and to highlight
changes from the prior exposure.)

2. Paragraph 30: Revisions specify that temporary reductions in fair value shall be reported
as unrealized losses. This guidance was revised to mirror the updated OTTI guidance
proposed in paragraph 35.

3. Paragraphs 31-32: Revisions incorporate the measurement method of residuals to be the
“effective yield method with a cap.” With the revised guidance, the BACV of a residual
will be limited to the initial cost, and recognition of interest income / reduction of the cost
basis will depend on the cash flows received. Cash flows received that are within the
allowable earned yield will be reported as interest income and cash flows received in
excess of the allowable earned yield will reduce the carrying value. This revised method
intends to allow a systematic approach to recognizing interest income over the life of the
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security, while not permitting an increase in the cost basis based on an expectation of
future cash flows.

4. Paragraph 33: Revisions incorporate a practical expedient to the measurement method
detailed in paragraphs 31-32 that permits companies to utilize a “return of cost basis”
approach. Under this approach, all cash flows received from residual tranches will be
taken as a reduction of BACV. Once the BACV reaches zero, then all cash flows
received will be recognized as interest income. (This was the approach exposed at the
Summer National Meeting for all residuals.) Although the industry comment letter has
noted support for the ‘effective yield with a cap’ method detailed in paragraphs 31-32, we
noted that some companies would prefer the simplicity of the return of cost basis
approach. For companies that do not have significant residual holdings, the preference is
the return of cost basis approach to avoid any operational complexity. NAIC staff
supports the inclusion of this practical expedient as it is a more conservative approach in
the measurement method of residuals.

5. Paragraph 34: Revisions provide guidance for accounting and reporting if the investment
no longer meets the definition of a residual.

6. Paragraph 35: Guidance for OTTI has been revised to be consistent with SSAP No. 43R
and the assessment of the present value of expected cash flows to the BACV.

Interested parties appreciate the robust dialogue between industry and regulators on this topic.
The comments noted above generally reflect common ground where industry and regulators are
aligned around proposed guidance. We offer the following additional comments and anticipate
that similar alignment may be found on several remaining topics.

The recently adopted guidance in SSAP No. 48 to clarify the reclassification of investments
which are in nature residuals has raised an important measurement question. There may be cases
where SSAP No. 48 investments, having followed equity method accounting for the accounting
periods preceding 1-1-2025, have unrealized gains embedded in their transition-date carrying
value. How does this fit within the effective yield method with a cap guidance which specifies
that residual tranche investments shall not be accreted above initial cost? In order to support a
transition which doesn’t reverse amounts which were previously recognized, interested parties
request that unrealized gains which were recognized prior to 1-1-2025 be included in the initial
basis of the investment for purposes of applying the effective yield method with a cap. Should
regulators agree with this approach, we would request transition guidance, and can share the
nuances we have begun to think through as an industry group.

The question has arisen about whether audits will be required for some residual tranches, once
they are no longer subject to SSAP No. 48 guidance for equity method investments, but rather
subject to SSAP No. 21R guidance for residual tranche investments. Interested parties believe
the legal form of a residual (e.g., LP/LLC form) should not drive the need for audited financial
statements when the same accounting method would be applied to all residuals no matter what
the legal form. Note that one of the primary purposes of the audit is to support measurement of
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an equity method investment, including the recording of equity method of accounting income
amounts. Once that measurement method is replaced by residual tranche measurement guidance,
our understanding is that the audit requirement would be discontinued, saving costs for
companies and ultimately for policyholders, and we would like to clarify that understanding with
regulators. Interested parties would also like to request that early adoption for year end 2024
reporting be allowed.

Interested parties generally did not understand the addition of paragraph 34, which lays out a rule
base for de-designating a residual in cases where it no longer qualifies. Generally, interested
parties are not aware of this circumstance and further are not against the default of leaving such
an investment as a residual, which would have the benefit of likely being more conservative than
any other treatment and would also prevent the need to create and monitor new policies and
processes for a circumstance which would rarely occur.

Paragraph 35 currently states that discounted cash flows will be required as a step in the
impairment process for residual tranches “under both methods described above.” Given that the
practical expedient — to use cost recovery — has been developed partly to offer companies an
efficient process which generates a more conservative result, we request that for those companies
electing the practical expedient, fair value may be used as the impairment value, rather than
requiring a discounted cash flow also to be performed. This approach would be in line with the
principle of the practical expedient, as it requires less analysis and is generally expected to result
in a more conservative result.

In addition to these comments, interested parties passed on smaller editorial comments to NAIC
staff which we have not repeated in this letter.

Ref #2023-16: SSAP 48 - Schedule BA Reporting Categories

The Working Group exposed additional revisions to further define the investments captured on
Schedule BA along with the continued proposal 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.

We continue to evaluate this exposure in conjunction with the sponsored item 2023-12BWG —
Schedule BA Reporting Categories. Interested parties recommend clarifying language to provide

consistency between 2023-12BWG and this exposure as highlighted below:

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

EixedIncome InstrumentsBonds

Include: Investments with underlying collateral which include contractual principal
and/or interest payments, excluding mortgage loans.
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Investments on the NAIC List of Schedule BA Non-Registered Private Funds with
Underlying Assets Having Characteristics of Bonds or Preferred Stock that have 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

Any investments deemed by the reporting entity to possess the underlying characteristics
of bonds that have 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 shall be reported on Lines 1599999 and 1699999.
Designations received from an NAIC CRP are permitted to be reported but are not
required and will have no impact on the risk-based capital factor.-Any-investments

Residual Tranches or Interests with Underlying Assets Having Characteristics of:

Investments 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 —
LoanBacked-and Structured-SecuritiesAsset-Backed Securities1nvestmentsin

Investments in joint ventures, partnerships and limited liability companies

captured in scope of SSAP No. 48. — Joint Ventures, Partnerships and Limited
Liability Companies that represent residual interests, or that predominantly
hold residual interests.

Investments in the form of preferred stock or common stock that are, in
substance, residual interests or a residual security tranche, as defined in SSAP
No. 43R or SSAP No. 48.
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EixedIncome InstrumentsBonds

Also, as a result of discussions between interested parties and NAIC staff on the ‘Non-Registered
Private Funds’ category being eliminated and incorporated into the ‘Joint Venture, Partnership or
Limited Liability Company Interests’ category, a new item has been exposed by the Working
Group (Ref #2023-28) for Collateral Loan Reporting. We hope to collaborate with the NAIC
staff on this new exposure to identify the proper reporting for certain warehousing loans that are
currently reported in the “non-registered private funds” category and that are collateralized by
specific assets. As discussed with NAIC staff, insurers are reporting other fixed income
investments in this section of Schedule BA. Examples of such investments include structured
settlement investments addressed in SSAP No. 21R — Other Admitted Assets that have obtained
an NAIC designation, intercompany loans meeting admissibility requirements under SSAP No.
25 — Affiliates and Other Related Parties which have obtained an NAIC designation, and loans
that are guaranteed by the full faith and credit of the U.S. government. Currently, the non-
registered private funds section seems to be the only section of Schedule BA where insurers can
report those types of investments. Accordingly, we believe that more work needs to be done to
provide appropriate reporting for these types of investments before the removal of the non-
registered private fund section. We look forward to collaborating with NAIC staff on this issue.
Interested parties also believe that any accounting and reporting changes impacting these items
should have a consistent effective date of January 1, 2025, to align with the Bond Project.

In addition, the Working Group made referrals (dated August 28, 2023) regarding ‘SAPWG
Schedule BA Proposal for Non-Bond Debt Securities’ to the Valuation of Securities Task Force
and Capital Adequacy Task Force. Interested parties have received comments indicating that
certain reporting changes, in addition to the Non-Bond Debt Securities categories on Schedule
BA, will have RBC risk factor impacts based on the new and revised reporting categories.

We believe a coordination of effort in updating the accounting, reporting, and RBC impacts is
vital for changes to Schedule BA as part of the Bond Project.

Ref #2023-28: SSAP No. 21R - Collateral Loan Reporting

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification and exposed revisions to incorporate a new disclosure to SSAP No. 21R for initial
reporting as of year-end 2024, and to sponsor a blanks proposal for a new data-captured
disclosure and to expand the reporting lines on Schedule BA to separate collateral loans by the
type of collateral that secures the loan. Comments were requested on whether any of the
proposed reporting lines should be combined.

Interested parties appreciate the opportunity to comment on proposed expansion of collateral
reporting categories. In response to the exposure we have suggested a combination of certain
subcategories with the aim of reducing the volume of reporting lines to the lowest reasonable
level. These comments are intended to apply to both BA category structure as well as to
disclosure requirements.

© 2024 National Association of Insurance Commissioners 5
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Bonds (ICO & ABS)
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Preferred Stocks

Common Stocks

Real Estate
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Joint Ventures, Partnerships, LLC

Subsidiary A ated-and-Controtled
Entic

Other Qualifyring Investments

Collateral Does not Qualily as an
Iavestment

Attachment One-Al
Accounting Practices and Procedures (E) Task Force
3/17/24

Interested parties agree that the purpose of this initiative is to increase the clarity of statutory
reporting rather than to impact required capital and the AVR. We are primarily concerned that
certain investments which may be re-categorized as a result of this clarification will have
unintended capital impacts unless AVR and RBC mapping is also updated. If new mapping is
needed, as it appears to be in the case of at least one asset class, we request that Blanks and RBC
IRE updates are adopted and effective in the same reporting period as the Working Group
updates. Interested parties stand ready to engage in proposed mapping updates through the AVR
and RBC, with the aim that no unintended capital changes result from the collateral loan topic

adoption.

We believe that any accounting and reporting changes impacting these items should have an
effective date of January 1, 2025, consistent with other BA category changes related to Principle

Based Bond Project.

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

above recommendations.

Sincerely,

D. Keith Bell

cc: Interested parties
NAIC staff

Rose Albrizio

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/sapwg/att

lal_dkb2406.docx
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Attachment One-A2
Accounting Practices and Procedures (E) Task Force
3/17/24

Ref #2023-28

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

Form A
Issue: Collateral Loan Reporting
Check (applicable entity):
P/C Life Health
Modification of Existing SSAP X X X
New Issue or SSAP [] [] []
Interpretation [] [] L]

Description of Issue: This agenda item has been developed to propose an expansion of reporting for collateral
loans on Schedule BA to enable regulators the ability to quickly identify the type of collateral in support of
admittance of collateral loans in scope of SSAP No. 21R—Other Admitted Assets. This agenda item has been drafted
in response to comments that the current reporting detail on Schedule BA does not provide sufficient clarity on the
type of collateral used in support of admittance of collateral loans. Furthermore, with the adoption of agenda item
2022-11, the statutory accounting guidance has been clarified that the collateral must reflect a qualifying investment,
meaning that it would qualify for admittance if held directly by the insurer. This amendment further clarified that
collateral that represents an investment in scope of SSAP No. 48—Joint Ventures, Partnerships and Limited Liability
Companies or SSAP No. 97—Investments in Subsidiary, Controlled or Affiliated Entities is required to be audited
consistent with the admittance requirements of those SSAPs.

As detailed within, this agenda item proposes new disclosure requirements in SSAP No. 21R for collateral loans.
The new disclosure requirement is proposed to be satisfied by an expansion of the reporting on Schedule BA, so
that the collateral loans are separated by the type of collateral investment that secures the loan. Additionally, a new
aggregated data-captured note is proposed to identify the admitted and nonadmitted collateral loans by the type of
collateral that secures the loan.

Existing Authoritative Literature:
e SSAP No. 21R—Other Admitted Assets - (Tracking shows the edits adopted on Oct. 23, 2023.)

4. Collateral loans are unconditional obligations’ for the payment of money secured by the pledge of
an_qualifying investment? and meet the definition of assets as defined in SSAP No. 4 and are admitted
assets to the extent they conform to the requirements of this statement. The outstanding principal balance
on the loan and any related accrued interest shall be recorded as an admitted asset subject to the following
limitations:

a. Loan Impairment—Determination as to the impairment of a collateral loan shall be based
on current information and events. When it is considered probable that any portion of
amounts due under the contractual terms of the loan will not be collected the loan is
considered impaired. The impairment shall be measured based on the fair value of the
collateral less estimated costs to obtain and sell the collateral. The difference between the
net value of the collateral and the recorded asset shall be written off in accordance with
SSAP No. 5R—Liabilities, Contingencies and Impairments of Assets;

b. Nonadmitted Asset—In accordance with SSAP No. 20—Nonadmitted Assets, collateral
loans secured by assets that do not qualify as investments which would otherwise be
admitted shall be nonadmitted. Further, any amount of the loan outstanding which is in
excess of the permitted relationship of fair value of the pledged investment to the collateral
loan shall be treated as a nonadmitted asset._ To support the admissibility of collateral

© 2024 National Association of Insurance Commissioners 1
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3/17/24

Ref #2023-28

loans, reporting entities shall maintain documentation sufficient to support the
reasonableness of the fair value measurement of the underlying collateral, which shall be
made available to the applicable domiciliary requlator and independent audit firm upon

request.

Footnote 1: For purposes of determining a collateral loan in scope of this statement, a collateral loan does
not include investments captured in scope of other statements. For example, SSAP No. 26R—Bonds
includes securities (as defined in that statement) representing a creditor relationship whereby there is a
fixed schedule for one or more future payments. Investments captured in SSAP No. 26R that are also
secured with collateral shall continue to be captured within scope of SSAP No. 26R.

Footnote 2: A qualifying linvestment defined as those assets listed in Section 3 of Appendix A-001—
Investments of Reporting Entities which would, if held by the insurer, qualify for admittance. For example,
if the collateral would not qualify for admittance under SSAP No. 4 due to encumbrances or other third-
party interests, then it does not meet the definition of "qualifying" and the collateral loan, or any portion
thereof which is not adequately collateralized, is not permitted to be admitted. In the cases where the
collateral is an equity/unit investment in a joint venture, partnership, limited liability company, and or SCA is
pledged as collateral in a collateral loan, audited financial statements on a consistent annual basis are
always required in accordance with SSAP No. 48 and/or SSAP No. 97.

Effective Date and Transition

22.  This statement is effective for years beginning January 1, 2001. A change resulting from the
adoption of this statement shall be accounted for as a change in accounting principle in accordance with
SSAP No. 3—Accounting Changes and Corrections of Errors. The guidance for structured settlements
when the reporting entity acquires the legal right to receive payments is effective December 31, 2018. The
clarification regarding audits of qualifying collateral pledged for collateral loans in the footnote 2 to
paragraph 4, requires applicable audits to be obtained for the 2023 reporting period in the subsequent year.
In periods after year-end 2023, the audits of equity collateral pledged for collateral loans are required to be
obtained for the reporting year in which it was pledged and annually thereafter. The annual audit lag shall
be consistent from period to period.

e A/S Blank and Instructions (This reflects what is proposed to be adopted in 2023-12BWG.)

Collateral Loans
UNATTIIAE. ...ttt e e e et e e e e s e aaareeeeeeesennaeeeeeeeaas 3199999
ATTIIIALE. e e e e et e e e e e e teeeeeeaeeaaeeeeesaeeseeeeeesesesrneees 3299999

Collateral Loans
Include: Refer to SSAP No. 21R—Other Admitted Assets for a definition of collateral loans. Loans
that are backed by any form of collateral, regardless of if the collateral is sufficient to fully
cover the loan, shall be captured in this category. Guidance in SSAP No. 21R shall be

followed to determine nonadmittance.

In the description column, the name of the actual borrower and state if the borrower is a
parent, subsidiary, affiliate, officer or director. Also include the type of collateral held.

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):
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3/17/24

Ref #2023-28

e Agenda Item 2022-11: Collateral for Loans clarified guidance on the criteria for collateral in order for a
collateral loan to qualify as an admitted asset.

e Blanks Agenda Item 2023-12BWG incorporates revisions as part of the bond project to capture debt
securities that do not qualify as bonds on Schedule BA. The revisions within this blanks item incorporate
minor revisions to the instructions for collateral loans.

Information or issues (included in Description of Issue) not previously contemplated by the Working Group:
None
Convergence with International Financial Reporting Standards (IFRS): N/A

Recommendation:

NAIC staff recommend that the Working Group move this item to the active listing, categorized as a SAP
clarification, and expose this agenda item with proposed revisions to incorporate a new disclosure to SSAP
No. 21R, for initial reporting as of year-end 2024, and to sponsor a blanks proposal for a new data-captured
disclosure and to expand the reporting lines on Schedule BA to separate collateral loans by the type of
collateral that secures the loan. NAIC staff recommends that the Working Group direct a corresponding
blanks proposal to allow for concurrent exposure.

Proposed Revisions to SSAP No. 21R: (Only new edits are tracked. Prior adopted revisions are shown clean.)

4, Collateral loans are unconditional obligations’ for the payment of money secured by the pledge of
a qualifying investment? and meet the definition of assets as defined in SSAP No. 4 and are admitted assets
to the extent they conform to the requirements of this statement. The outstanding principal balance on the
loan and any related accrued interest shall be recorded as an admitted asset subject to the following
limitations:

a. Loan Impairment—Determination as to the impairment of a collateral loan shall be based
on current information and events. When it is considered probable that any portion of
amounts due under the contractual terms of the loan will not be collected the loan is
considered impaired. The impairment shall be measured based on the fair value of the
collateral less estimated costs to obtain and sell the collateral. The difference between the
net value of the collateral and the recorded asset shall be written off in accordance with
SSAP No. 5R—Liabilities, Contingencies and Impairments of Assets;

b. Nonadmitted Asset—In accordance with SSAP No. 20—Nonadmitted Assets, collateral
loans secured by assets that do not qualify as investments which would otherwise be
admitted shall be nonadmitted. Further, any amount of the loan outstanding which is in
excess of the permitted relationship of fair value of the pledged investment to the collateral
loan shall be treated as a nonadmitted asset. To support the admissibility of collateral
loans, reporting entities shall maintain documentation sufficient to support the
reasonableness of the fair value measurement of the underlying collateral, which shall be
made available to the applicable domiciliary regulator and independent audit firm upon
request.

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

Footnote 1: For purposes of determining a collateral loan in scope of this statement, a collateral loan does
not include investments captured in scope of other statements. For example, SSAP No. 26R—Bonds
includes securities (as defined in that statement) representing a creditor relationship whereby there is a
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fixed schedule for one or more future payments. Investments captured in SSAP No. 26R that are also
secured with collateral shall continue to be captured within scope of SSAP No. 26R.

Footnote 2: A qualifying investment defined as those assets listed in Section 3 of Appendix A-001—
Investments of Reporting Entities which would, if held by the insurer, qualify for admittance. For example,
if the collateral would not qualify for admittance under SSAP No. 4 due to encumbrances or other third-
party interests, then it does not meet the definition of "qualifying" and the collateral loan, or any portion
thereof which is not adequately collateralized, is not permitted to be admitted. In the cases where the
collateral is an equity/unit investment in a joint venture, partnership, limited liability company, and or SCA is
pledged as collateral in a collateral loan, audited financial statements on a consistent annual basis are
always required in accordance with SSAP No. 48 and or SSAP No. 97.

Proposed Schedule BA Reporting Changes:

Collateral Loans — Reported by Qualifying Investment Collateral that Secures the Loan

Cash, Cash Equivalent & Short-Term Investments (SSAP No. 2R)
U T A0, ettt e ettt e e e et e ettt eeeeeeeeeeeaneaeeeeeeeeenannnaaesaeeeeeaennnanssseeeeeennnnnnnas
YN i 1 S ST« R

Bonds (SSAP No. 26R)
U T A0, ettt e ettt e ettt ettt e eeeeeeteeeeeneaaeeeeeeeeennnnnaaeeaeesennnnnnnnsssseeeeennnnnnnnns
AT AL, oottt ettt ettt e e e e e et eeeea e eeeeeeeeaaeenneeaeeeeaannnnnsnssaaeeeeasnnnnnnnsanns

Asset-Backed Securities (SSAP No. 43R)
U T A0, ettt e ettt e e e et ettt eeeeeaeeeeeeaneaeeeeeeeeennnnna e saeeeeeannnnannsseeeeeennnnnnnns
AT T T 0. ettt ettt ettt ettt e eeeee e ettt e e e eeeteeun e et e e et et nnsnnaeeeeearnenrnnnaasaas

Preferred Stocks (SSAP No. 32R)
U DA T AEEA. . ettt ettt ettt e et e et ettt e e e eeeeeeeeaaaaeeaaaeaessnnnaasaeseessnnnnnnnnssesesennnns
AT T O, e e ettt ettt et et et ettt eeeeeeetetentn e eeeeeeteennnn e eeeaeetaennnnna e eaeereanennnnns

Common Stocks (SSAP No. 30R)
U T 0. ..ottt ittt ettt ettt e ettt eetteeseeeeeeeeeeeeaneneeseeseeeaesnnanaseeseeennsnnnnsssseeeeennns
A T T T 0. ettt ettt e ettt ettt eeeeeeteteeae e eeeeeeeeauennn e e e e et eaannnnnn e eeeaeaannnnnnnssans

Mortgage Loans (SSAP No. 37R)
U T 0. ..ottt ittt ettt ettt e ettt eetteeseeeeeeeeeeeeaneneeseeseeeaesnnanaseeseeennsnnnnsssseeeeennns
A T T T 0. ettt ettt e ettt ettt eeeeeeeeteeae e eeeeeeeeannenn e e e eeeeaannnna e eeeaenennnnnnnssans

Real Estate (SSAP No. 40R)
U T 0. ..ottt ittt ettt ettt e ettt eetteeseeeeeeeeeeeeaneneeseeseeeaesnnanaseeseeennsnnnnsssseeeeennns
A T T T 0. ettt ettt e e ettt eeeeeeeeteeae e eeeeeeeeeuennn e e e e et eaannnnn e eeeaenennnnnnnssans

Joint Venture, Partnerships or Limited Liability Companies (SSAP No. 48R)
U T 0. ..ottt ittt ettt ettt e ettt eetteeseeeeeeeeeeeeaneneeseeseeeaesnnanaseeseeennsnnnnsssseeeeennns
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AT AL, oottt ettt ettt e e e e e et eeeea e eeeeeeeeaaeenneeaeeeeaannnnnsnssaaeeeeasnnnnnnnsanns

Subsidiary, Controlled or Affiliated Investment (SSAP No. 97)
UNAFTIHATE. ..ottt ettt et eeeeeeee et et eeeeeeeeeeeeeeeeeeeeeaeeeeeas
AT HALE. oottt ettt et et e teeeeeteteaeaeeeseaaaeseaeeeseaeeaseaeseseaeseseeeseeesesasesasaaeaeaaaaans

Other Qualifying Investment Category
UNAFTIHATE. ..ottt ettt e et eeeeee et eeeeeeeeeeeeeeeeeeeeeaeeeeeas
AT HALE. oottt ettt et et et e teeeeeeeteeeaeaeteaaaeseaeeeseeeaaaeaeseseseseseeesesesesasesaeaaeseaaaaans

Collateral Does Not Qualify as an Investment
U B T A0, ettt ettt e ettt eeeeeeeeeaeeeeeeeeeeeeeeenann e eeeeeaeansenna s aeeseeennnnnnnnsssans
AT T T 0. ettt ettt ettt ettt eeeeeeettetat e e e eeeteeneenn e e e e et eennnnnnneeeeeaenenrnnnaaaaas

Collateral Loans

Include: Refer to SSAP No. 21R—Other Admitted Assets for a definition of collateral loans. Loans
that are backed by any form of collateral, regardless of if the collateral is sufficient to fully
cover the loan, shall be captured in this category. Guidance in SSAP No. 21R shall be
followed to determine nonadmittance.

In the description column, the name of the actual borrower and state if the borrower is a
parent, subsidiary, affiliate, officer or director. Also include the type of collateral held.

Classify the collateral loan in accordance with the type of collateral held, such that if the
loan was to default and the collateral was to be claimed by the reporting entity, where it
would be captured (investment type by SSAP) as a directly-held investment. If more than
one form of collateral secures the loan, classification should occur based on the primary
collateral source. The other qualifying investment category shall only be used to capture
collateral loans secured by collateral in the form of contract loans, derivatives, other
invested assets not separately reported, receivables for securities, securities lending and
any investments that would qualify as a write-in for invested assets.

Proposed Data-Captured Disclosure:

Aggaregate Collateral Loans by Qualifving Investment Collateral:

Collateral Type Aggregate Collateral Admitted | Nonadmitted
Loan

Cash, Cash Equivalents & ST Investments
Bonds

Asset-Backed Securities

Preferred Stocks

Common Stocks

Real Estate

Mortgage Loans
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Joint Ventures, Partnerships, LLC

Subsidiary, Affiliated and Controlled Entities

Other Qualifying Investments

Collateral Does not Qualify as an Investment
Total

Pursuant to SSAP No. 21R. nonadmittance of a collateral loan is required when the fair value of the collateral is not
sufficient to cover the collateral loan or if the collateral securing the loan is not a qualifying investment. This
includes situations in which collateral in form of joint ventures, partnerships, LLCs or SCAs is not supported by an
audit as required by SSAP No. 48 or SSAP No. 97.

The other qualifying investment category shall only be used to capture collateral loans secured by collateral in the
form of contract loans, derivatives, other invested assets not separately reported, receivables for securities, securities
lending and any investments that would qualify as a write-in for invested assets. All collateral loans secured by
collateral that does not qualify as an investment areis required to be nonadmitted under SSAP No. 21R.

Staff Review Completed by: Julie Gann - NAIC Staff, September 2023

Status:

On December 1, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active
listing, categorized as a SAP clarification and exposed revisions to incorporate a new disclosure to SSAP No. 21R
for initial reporting as of year-end 2024, and to sponsor a blanks proposal for a new data-captured disclosure and to
expand the reporting lines on Schedule BA to separate collateral loans by the type of collateral that secures the loan.
Comments are requested on whether any of the proposed reporting lines should be combined.

On February 20, 2023, the Statutory Accounting Principles (E) 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 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.

February 20, 2024, Exposed Schedule BA Reporting Changes:
(Tracking shows changes from the prior exposure.)

Collateral Loans — Reported by Qualifying Investment Collateral that Secures the Loan
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b S e lent f Dl ey Tocss el DDA D P Lo S0
Hnaffliated
A e S e o S R
Affiliated
Adffiliat S

Bonds and Asset-Backed Securities (SSAP No. 26R & SSAP No. 43R)

UNATTIHALEd. ....eee ittt e e e e et e e s etae e s eeraeeesenteeeeenns
ATTIHALEA. ...

O O T T T i i e e s ssrrrssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssnnnsss

Affiliated

X O O T T T e e e s e vrr e s s e svevvvssssssssssvessssssssssssssssesssvssssssssssvssssssssssvsssssssssvsssssssssssvsssssssssvvssss

Preferred Stocks (SSAP No. 32R)
UNATTIHAEA. ..ottt ettt ettt et
F N 1 T PO SSRSTT

Common Stocks (SSAP No. 30R)
UNATTIAEA. ..ottt et et et ettt et
ATTTHALEA. ..ottt ettt eb e et e e b e aeb e e b e etbesraeetaeenbensbensaens

Mortgage Loans (SSAP No. 37R)
UNAFEIHALEA. ..ottt ettt et e e e ene s eneas
F N T 7 TSRS

Real Estate (SSAP No. 40R)
UNATTIHALEA. ....eeeioeeeeeeceeeeeeee ettt e et e e et e e s etae e s eenaeeesenteeeeenns
ATTIHALEA. ..o

Joint Venture, Partnerships or Limited Liability Companies (SSAP No. 48)
Fixed Income Investments (UNaffIHated) ....eeeeeeeeeiieeeeee e e eeeeeeeeeeeeeeteeeeeaaaaeeeseaeeeeeennnnnnaaeeeaesaeeenes
Fixed Income Investments (ATTIIALEA) ..oeeuuunueee ettt e e ettt ettt eeeeeeeeeeseeeennnnnnnaesaeeseesenennnnnnannns

Common Stocks (UNaffIlIated) ..vuuuueiiiiiiiiiiiiiiiiiiiiiiii i i iiieteteteeeeesesesessaiassnsssssssssssssssssssssssesesenes
CommOn StOCKS (ATTIIALEA) tovvuueeeeeeeeeeeeteeeee e e et e et eeeeeeeeeeeseeeeeeeenensnnaeseeessesesnnnnssssasseseeeees

Real Estate (UNaffiliated) ...uuuueeeiiiiiiiiiiiiiiiiiiiiiiieieieietieieieteseeesssesesessasassssssssssssssnsssssssseseees
Real EState (AfTTHATEA) ...oiiiiiiiiieeee e et eeeeeee e eeeteeeeeaaaesesssesensennnnsnsassesseeeeennnnnns

Mortgage Loans (UnNaffiliated) wouu.. oottt e s ettt et eeeeaeeeetteeeeesnaaaeeeeeeeeennnnnnnnaseaaaees
Mortgage L0ans (AfTTHALEA) .....uueeeeeiiieiiiiiiiiiii et iieiieeeeeeeeteteeteeeeeseeesesssssassaesssasssssssssnnnnsne

O O O T T T i i e e rsrserrsssssssssssssssssssssssssssssssssssssssssssssssssssssossssssssssssssssssssssssssssssnnnsss

Affiliated

111
X O O T T e e e s e v v v e s s e svvvvvssssssvsssvssssssssssvssssssssssvssssssssssvssssssssssvsssssssssssssssssssssvsssssssssvsssss
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Other QualifiringInvestment Category
Cash, Cash Equivalent and Short-Term Investments (Unaffiliated) ......occcccciiiiiiiiiiiiiiiiiiiiiiiiiiieaiaeaeaans

Cash, Cash Equivalent and Short-Term Investments (Affiliated) oooeeeeeeeeeeeeeeiiiieeeeeeeeeeeeeeiiinnne.

Other Long-Term Invested Assets (Unaffiliated) .......coooueeeeeeiuieeiiiiiiiiiiiiiiiieeeeeenss
Other Long-Term Invested Assets (Affiliated) ......eeeeeeueeeeiiiiiiiiiiiiiiiiiiiiieeeeeenn

Unaffiliated
o atctr

TIIIT

Non-Collateral Loans

Related Party/Affiliated Loans
All Other Non-Collateral Loans

Unaffiliated
ohdhatea
A ffiliated
Faw Ay

TIIriat

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/Att
1A2 23-28 - Collateral Loan Reporting.docx
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N\ NATIONAL ASSOCIATION OF Attachment One-A3
Q INSURANCE COMMISSIONERS Accounting Practices and Procedures (E) Task Force
3/17/24

MEMORANDUM

TO: Dale Bruggeman, Chair, Statutory Accounting Principles (E) Working Group
Tom Botsko, Chair, Capital Adequacy (E) Task Force

FROM: Philip Barlow, Chair, Life Risk-Based Capital (E) Working Group
DATE: January 25, 2024
RE: Repurchase Agreement RBC Proposal Referral

The Life Risk-Based Capital (E) Working Group received, discussed, and exposed for public comment, a proposal
from the American Council of Life Insurers (ACLI) to modify the treatment of repurchase agreements in the life
risk-based capital (RBC) formula (Proposal). One comment was received from the ACLI with full support of the
Proposal. ACLI has subsequently provided an official proposal with structural changes to the RBC blanks and
instructions. The implementation of the structural changes is predicated on changes made to the Annual
Statement’s General Interrogatories. NAIC staff has reviewed the proposal and noted accounting differences
between repurchase agreements and security lending programs, on which the proposal appears to base the RBC
treatment.

The Working Group would appreciate consideration by the Statutory Accounting Principles (E) Working Group on
accounting and reporting aspects of the proposal as well as the Capital Adequacy (E) Task Force on its possible
application to the other RBC formulas.

Cc: Dave Fleming, Julie Gann, Robin Marcotte, Jake Stultz, Jason Farr, Wil Oden, Mary Caswell, Maggie Chang, Eva
Yeung, Crystal Brown

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/Att
1A3_LRBCWG referral to SAPWG and CATF Repo proposal 1-29-24.docx

Washington, DC 444 North Capitol Street NW, Suite 700, Washington, DC 20001-1509 p | 202 471 3990
Kansas City 1100 Walnut Street, Suite 1500, Kansas City, MO 64106-2197 p | 816 842 3600
New York One New York Plaza, Suite 4210, New York, NY 10004 p | 212 398 9000

»»» LavyEft #
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N\ NATIONAL ASSOCIATION OF Attachment One-A4
74 INSURANCE COMMISSIONERS Accounting Practices and Procedures (E) Task Force

3/17/24
MEMORANDUM
TO: Philip Barlow, Chair, Life Risk-Based Capital (E) Working Group
FROM: Dale Bruggeman, Chair, Statutory Accounting Principles (E) Working Group
DATE: February 8, 2024 - DRAFT
RE: Repurchase Agreement RBC Proposal Referral

The Statutory Accounting Principles (E) Working Group (SAPWG) appreciates the Life Risk-Based Capital (E)
Working Group soliciting comments on the proposal from the American Council of Life Insurers (ACLI) 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 in the ACLI-sponsored proposal, the request is to incorporate a
concept of ‘conforming programs’ for repurchase agreements, with the collateral attributed to those programs
assigned a 0.2% (.0020) factor instead of a 1.26% (.0126) factor.

Although the RBC proposal was exposed for a potential year-end 2024 effective date, the SAPWG notes that the
statutory accounting and reporting for securities lending and repurchase agreements are currently different. As
such, the SAPWG requests that the LRBCWG defer consideration of the proposal until the SAPWG has time to
assess the differences and consider converging revisions (if deemed appropriate) before modifying the RBC
formula. Particularly, securities lending collateral is detailed in Schedule DL: Securities Lending Collateral Asset for
1) collateral that an entity has received and reinvested and 2) collateral received that the entity has not reinvested
but for which the entity has the ability to sell or repledge. This schedule currently does not include repurchase
agreement collateral and capturing consistent information on collateral for both securities lending and repurchase
agreements is a topic that the SAPWG would like to consider before providing a response to the RBC proposal. As
detailed within the proposal, the ACLI identifies that repurchase agreements and securities lending transactions
are similar forms of short-term collateralized funding for life insurers, with counterparties reflecting the key
difference between the two funding structures. With these similarities, consistent reporting of the collateral
seems appropriate to ensure financial regulators receive comparable information regardless of the legal form of
the agreement. This is further supported by a review of year-end 2022 data which identified that securities
associated with securities lending transactions are declining, whereas securities associated repurchase
agreements are increasing.

In addition to time to permit assessment and convergence of accounting and reporting, the SAPWG also notes
that blanks reporting revisions would be required to incorporate a new general interrogatory for reporting entities
to capture repurchase collateral from conforming programs and for that data to be pulled directly into the RBC
formula. With the timing of the Blanks (E) Working Group process, such revisions would need to be adopted in
May to be in effect for year-end. By deferring beyond 2024, further time can be provided to ensure the blanks
reporting revisions are properly reflected. Although the revisions appear to be limited, the SAPWG has also noted
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that the guidance to complete the current securities lending conforming program Annual Statement General
Interrogatories are captured in the RBC Instructions. To ensure consistency in reporting, the SAPWG would
recommend including guidance within the Annual Statement Instructions. It is noted that the financial statement
preparers may not have the RBC instructions, therefore the current process creates a disconnect in which
preparers may not have the information to properly assess whether a program should be classified as conforming
or nonconforming.

Lastly, in response to a preliminary comparison of conforming and nonconforming securities lending programes, it
has been identified that very few reporting entities report any securities lending collateral as part of a
nonconforming program. Although the instructions identify what is permitted as “acceptable collateral,” from a
review of the collateral reported on Schedule DL, reporting entities are classifying programs as conforming even
though the reported Schedule DL collateral is outside the parameters of acceptable collateral. From initial
assessments, it appears that there may be interpretation differences on whether the “acceptable collateral”
requirement encompasses only the collateral received from the counterparty and not what the reporting entity
currently holds due to reinvestment of the original collateral. Further clarification of the intent of the guidelines
and what is conforming or nonconforming may be warranted before expanding the provisions to include
repurchase agreements. It is highlighted that the provisions to separate conforming and nonconforming programs
in the RBC formula was incorporated before the great financial crisis, and significant changes to accounting and
reporting (including Schedule DL) were incorporated because of how securities lending transactions impacted
certain reporting entities during the crisis. Consideration of how the current securities lending accounting and
reporting requirements interact with the conforming program requirements may want to be assessed before
expanding the conforming program concepts to repurchase agreements with a reduced RBC factor.

In conclusion, the SAPWG appreciates the opportunity to provide immediate comments on the initial exposure
and requests that consideration on the proposal be deferred to allow assessment and convergence of accounting
and reporting requirements for securities lending and repurchase agreements. The SAPWG will add this issue to
its working agenda and proceed as timely as possible and will keep the LRBC WG informed of discussions and
progress as this topic is considered.

Cc: Dave Fleming, Julie Gann, Robin Marcotte, Jake Stultz, Jason Farr, Wil Oden, Mary Caswell, Maggie Chang, Eva
Yeung, Crystal Brown

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/Att
1A4_SAPWG Response to LRBC Repo proposal - Draft 2-8-24.docx
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Statutory Accounting Principles (E) Working Group
E-Vote
January 29, 2024

The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force
conducted an e-vote that concluded Jan. 29, 2024. The following Working Group members participated: Dale
Bruggeman, Chair (OH); Kevin Clark, Vice Chair (IA); Kim Hudson (CA); Jamie Walker (TX); Cindy Andersen (IL);
Travis Sheila (AL); Rylynn Brown (DE); Doug Bartlett (NH); Bob Kasinow (NY); David Smith (VA); and Amy Malm
(W1).

1. Exposed Agenda ltem 2022-14, revisions to SSAP Nos. 93R and 94R

The Working Group considered an e-vote exposure of additional revisions made to the drafts of SSAP No. 93R—
Investments in Tax Credit Structures and SSAP No. 94R—State and Federal Tax Credits as part of Agenda Item
2022-14 New Market Tax Credits. The revisions recommend various minor consistency and clarifying changes to
SSAP Nos. 93 and 94R, as well as more substantial revisions to the Prospective Utilization Assessment detailed in
SSAP No. 93 in response to interested party concerns.

Walker made a motion, seconded by Hudson, to expose the revised draft of SSAP Nos. 93 and 94R for a public
comment period ending Feb. 9. The motion passed with 10 Working Group members responding with affirmative

votes.

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

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and
minutes/SAPWG/Att 1B_01-29-24 evote 2022-14.docx
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Draft: 2/2/24

Statutory Accounting Principles (E) Working Group
Virtual Meeting
January 10, 2024

The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force
met Jan. 10, 2024. The following Working Group members participated: Dale Bruggeman, Chair (OH); Kevin Clark,
Vice Chair (lA); Sheila Travis (AL); Kim Hudson (CA); William Arfanis (CT); Rylynn Brown (DE); Cindy Andersen (IL);
Melissa Gibson and Stewart Guerin (LA); Judy Weaver (Ml); Doug Bartlett (NH); Bob Kasinow (NY); Jamie Walker
(TX); Doug Stolte and David Smith (VA); and Elena Vetrina (WI1). Also participating was: Roy Eft (IN).

1. Reviewed Comments on Exposed ltems

The Working Group met to review comments received (Attachment One-C1) on items exposed at the 2023 Fall
National Meeting.

A. Agenda ltem 2023-24

Bruggeman directed the Working Group to agenda item 2023-24: Accounting Standards Update (ASU) 2016-13,
Measurement of Credit Losses on Financial Instruments (CECL). Wil Oden (NAIC) stated that agenda item 2023-24
was exposed at the 2023 Fall National Meeting to address ASU 2016-13, as well as other subsequently issued
CECL-related ASUs. Oden stated that the comment period for CECL was originally scheduled to end Feb. 9, 2024,
but was later moved to Dec. 29, 2023. He stated that this change was requested by industry so that the Working
Group would have the opportunity to address ASU 2016-13 for statutory accounting purposes, effective Dec. 31,
2023. Oden stated that the main reason for this request was that, under generally accepted auditing standards
(GAAS), insurers are required to consider whether they need to provide relevant material disclosures. He stated
that if the CECL-related disclosures were not formally rejected for statutory accounting as of Dec. 31, 2023, that
would potentially require insurers to provide CECL disclosures on their year-end audited financial statements. He
stated that NAIC staff recommended adoption of the exposed revisions to reject ASU 2016-13 and other related
ASUs, with an effective date of Dec. 31, 2023, as well as a minor consistency revision detailed in Form A.
Additionally, Oden stated that NAIC staff intend to preserve the pre-CECL generally accepted accounting principles
(GAAP) impairment methodology in a separate proposal.

Rose Albrizio (Equitable), on behalf of interested parties, stated that they support the adoption of the rejection of
this agenda item.

Walker made a motion, seconded by Hudson, to adopt the exposed revisions to reject ASU 2016-13 and the other
related ASUs, with an explicit effective date of Dec. 31, 2023. The adoption included a minor consistency revision
that added the sentence referencing previously adopted GAAP guidance to all revised Statements of Statutory
Accounting Principles (SSAPs) (Attachment One-C2). The Working Group also reiterated its direction to NAIC staff
to research and prepare a document to maintain pre-CECL GAAP impairment guidance for posterity. The motion
passed unanimously.

B. INT 23-04

Bruggeman directed the Working Group to the exposed tentative Interpretation (INT) 23-04: Scottish Re Life
Reinsurance Liquidation Questions. Robin Marcotte (NAIC) stated that at the 2023 Fall National Meeting, the
Working Group exposed, for a second time, INT 23-04 with updates to provide guidance for ceding entities with
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reinsurance balances from a U.S.-based life reinsurer in liquidation, Scottish Re. She stated these updates focused
on accounting, reporting, and reinsurance recoverables. Marcotte stated that INT 23-04 is proposed to be
effective for year-end 2023 reporting.

Marcotte stated that the comments received were primarily provided by the American Council of Life Insurers
(ACLI), with interested parties providing comment letters that noted support for the ACLI's comments. Marcotte
recommended adoption of INT 23-04 effective for Dec. 31, 2023, reporting, including adoption of the ACLI
proposed edits to paragraphs 2 and 14, and recommended the Working Group direct NAIC staff to provide any
minor consistency updates to paragraph 23 as needed. She also recommended that the Working Group discuss
the admissibility of reinsurance recoverables. Depending on the outcome of the discussion, the Working Group
could either choose to adopt paragraph 19 as exposed, which is the NAIC staff recommendation, or modify
paragraph 19 with either the ACLI proposed language or the NAIC staff modified language as was detailed in the
hearing agenda. She stated that if the Working Group chooses either of these options for updating paragraph 19,
then a new disclosure regarding regulatory approval is recommended, and the Working Group should determine
the type of disclosure.

Marcotte stated that the ACLI edits proposed to paragraph 2 focused on making it clear that the scope of INT 23-
04 is focused on receivables from Scottish Re. She stated that for the reporting of reinsurance recoverables, the
ACLI had clarifying edits that reworded paragraph 14 to clarify what amounts are recoverable from the reinsurer’s
estate. She stated that NAIC staff recommend incorporating the ACLI edits to paragraphs 2 and 14. She stated that
paragraph 23 is to summarize whatever is adopted.

Bruggeman stated that ACLI comments identify that there is a lot of variability and, because every contract was
so unique, having a discussion with the state of domicile would probably be in the best interest of the individual
companies. Hudson stated support of the NAIC staff recommendation and believes there was potential
inconsistency in allowing variable admissibility. Hudson noted that this may have to be further revised as
additional information is available. Smith stated that a permitted practice would be the way to go and supported
not changing the INT on the topic of admissibility. Weaver stated that there is still too much uncertainty about
the recoverability of those amounts and, to be conservative, they should be nonadmitted. She stated that if the
state of domicile wants to grant a permitted practice, that is a discussion that the insurer and state of domicile
can have. Clark stated his agreement with the previous comments.

Bruggeman stated that NAIC staff had provided him with 2022 reporting data, which included approximately 130
companies that have some level of paid and unpaid recoverables and/or credit against the reserves. He stated
that six companies have greater than 5% surplus in those recoverables, including reinsurance credits against
reserves, and of those six, two are greater than 10%, one being significant. Bruggeman stated that trying to gather
the information is a little more onerous than initially thought. He stated that the Working Group can send out the
information to state insurance regulators, but since it is individual companies, they do not want to make it public.
Eft stated that he supports what NAIC staff have presented.

Charles Evers (Protective Life), on behalf of the ACLI and Protective Life, stated support for allowing further
admission beyond what has been exposed. He noted that, under SSAP No. 61R—Life, Deposit-Type and Accident
and Health Reinsurance, reinsurance-related receivables are required to be assessed for impairment. Further, the
ACLI recommended adding additional requirements that would have companies that wanted to admit additional
amounts talk with their domestic regulator for permission. Evers stated that he understands if it is a desire just to
be more conservative, which is the Working Group’s prerogative. He stated that they felt it was overly
conservative, when there are significant assets in the Scottish Re estate, and they expect a significant recovery.
He stated his expectation that the liquidation would be conducted in a timely manner. He stated that although
they believe the ACLI recommendations represent a reasonable approach, that they were given a fair hearing on
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this issue and that they deeply appreciate the opportunity to be in front of the Working Group to state their
position.

Arfanis made a motion, seconded by Hudson, to adopt INT 23-04, as exposed, with the minor updates to
paragraphs 2, 14, and 23 as discussed, to provide guidance for ceding entities with reinsurance balances from
Scottish Re, with an effective date of reporting periods on or after Dec. 31, 2023 (Attachment One-C3). The motion
passed unanimously.

2. Considered the Maintenance Agenda — Pending List

A. Agenda Iltem 2024-01

Bruggeman directed the Working Group to agenda item 2024-01: Bond Definition — Debt Securities Issued by
Funds. Julie Gann (NAIC) stated that this agenda item was developed to clarify guidance on the treatment of debt
securities issued by funds, particularly to eliminate the inconsistent application between similar funds and to
better align with the recently adopted definition for residual tranches. She stated that in the adopted definition
in SSAP No. 26R—Bonds, bonds issued by business development corporations, closed-end funds, or similar
operating entities are examples of issuer credit obligations, meaning they are in the scope of SSAP No. 26R when
they are registered under the federal Investment Company Act of 1940 (1940 Act). Gann stated that it has been
noted that this guidance is inconsistent with the stated intent of having the bond definition be principles-based
as the registration would be a legal structure component, and with the existing guidance, two investment
structures could be identical and have different classification based on whether the structure is registered. Gann
stated that this agenda item proposes revising the adopted definition in SSAP No. 26R to clarify that debt securities
issued by funds that represent operating entities qualify as issuer credit obligations. She stated that those issued
from U.S. Securities and Exchange Commission (SEC)-registered items would still qualify, but there is guidance in
a new paragraph 12 to help identify other debt securities issued by funds that would qualify. She stated that NAIC
staff recommends exposing this agenda item, noting the revisions to SSAP No. 26R are minor—revising paragraph
7i and adding the new paragraph 12. Gann stated that there are also proposed revisions to the draft issue paper,
which is yet to be adopted, but NAIC staff are highlighting what those would be as well to address what was
previously included related to the 1940 Act registered funds. Gann stated that NAIC staff proposed a comment
deadline of Feb. 9, 2024, because that matches the current comment deadline for items exposed at the 2023 Fall
National Meeting.

Clark made a motion, seconded by Hudson, to expose agenda item 2024-01 with proposed revisions to clarify the
guidance for debt securities issued by funds. These revisions permit debt securities issued by funds to be classified
as issuer credit obligations if the fund represents an operating entity regardless of SEC registration status. The
motion passed unanimously.

3. Discussed Other Matters

Marcotte stated that the Valuation Analysis (E) Working Group sent the Statutory Accounting Principles (E)
Working Group two referrals related to life reinsurance. She stated that NAIC staff recommend the Statutory
Accounting Principles (E) Working Group receive the referrals and that NAIC staff will develop agenda items for
discussion at the 2024 Spring National Meeting. Marcotte stated that the first referral (Attachment One-C4)
recommends deleting a sentence from Section 2C of Appendix A-791, Life and Health Reinsurance Agreements,
noting that this sentence is more of an aside example and is being misused as a rule. She stated that the second
referral (Attachment One-C5) identified issues when evaluating reinsurance for risk transfer under SSAP No. 61R,
specifically how to evaluate risk transfer when treaties involve more than one type of reinsurance in the same
treaty. She stated that it has been observed that some companies are reporting an overstated reserve credit due
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to bifurcated risk transfer analysis and are recommending that the Statutory Accounting Principles (E) Working
Group discuss this issue and consider whether any clarifications are needed to the risk transfer requirements.
Marcotte stated that NAIC staff will draft two separate agenda items for the Valuation Analysis (E) Working Group
referrals.

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

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/sapwg/att 1c_sapwg
minutes 01.10.24.docx
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D. Keith Bell, CPA Rose Albrizio, CPA
Senior Vice President Vice President
Accounting Policy Accounting Practices
Corporate Finance Equitable
The Travelers Companies, Inc. 201-743-7221
860-277-0537; FAX 860-954-3708 Email: Rosemarie.Albrizio@equitable.com

Email: d.keith.bell@travelers.com

December 29, 2023

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 Item Exposed for Comment during the NAIC National
Meeting in Orlando with Comments due December 29

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).

INT 23-04T: Scottish Re Life Reinsurance Liquidation Questions

The proposed Interpretation addresses the accounting and reporting of reinsurance recoverables
from Scottish Re, a U.S.-based life reinsurer in liquidation. The Working Group tentative
consensuses provide responses to the following issues:

Issue 1 — Commutation or Recapture of a Life Reinsurance Contract
Issue 2 — Impairment of Reinsurance Recoverables

Issue 3 — Reporting of Reinsurance Recoverables

Issue 4 — Admissibility of Reinsurance Recoverables

Issue 5 — Disclosures

Interested parties support the comments in the letter submitted by the American Council of Life
Insurers.

Ref #2023-24: ASU 2016-13 Measurement of Credit Losses on Financial Instruments

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification and exposed this agenda item to reject ASU 2016-13, Financial Instruments—Credit
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Losses (Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19,
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04,
Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—
Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU
2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and
ASU 2020-03 Codification Improvements to Financial Instruments, within INT 06-07: Definition
of Phrase “Other Than Temporary” and fifteen applicable SSAPs.

The Working Group also moved agenda item Ref #2026-20, which was started to address current
expected credit losses (CECL), to the disposed listing. The Working Group directed NAIC staff
to research how best to maintain pre-CECL GAAP impairment guidance for posterity.

On December 11, 2023, the Working Group chair approved an accelerated comment deadline
that was requested by industry after the December 1, 2023 meeting. As a result, the comment
deadline for the Fall National Meeting exposure of agenda item 2023-24 was shortened from
February 4, 2024, to December 29, 2023, to allow the Working Group the ability to formally
reject CECL and other related ASUs in January 2024.

Interested parties appreciate the Working Group’s quick response to industry’s request. FASB
ASU 2016-13, Measurement of Credit Losses on Financial Instruments (CECL) is effective for
non-public companies preparing GAAP basis financial statements for years beginning after
December 31, 2022. For insurance entities required to file audited statutory basis financial
statements under the Model Audit Rule, the requirement would have been effective for the
audited financial statements as of December 31, 2023. For these reasons, we fully support staff’s
recommendation to reject the ASU.

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

Sincerely,

D. Keith Bell Rose Albrizio

cc: Interested parties
NAIC staff
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Mike Monahan

Senior Director, Accounting Policy
202-624-2324
mikemonahan@acli.com

December 21, 2023

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: INT 23-04T: Life Reinsurance Liquidation Questions
Dear Mr. Bruggeman:

The American Council of Life Insurers (ACLI) appreciates the opportunity to submit comments on the
proposed INT 23-04T: Life Reinsurance Liquidation Questions (the “INT”), which was re-exposed for
comment December 1, 2023 with comments due on December 29, 2023. We appreciate NAIC staff and
regulators’ prompt attention to this matter, which has implications for companies’ year end 2023 reporting.
ACLI would also like to express our gratitude for changes made by the NAIC to date that we believe have
already improved the quality of INT 23-04T.

The INT, as re-exposed, provides guidance for ceding entities regarding the five key accounting and
reporting issues below, and would be applicable only to amounts arising from the liquidation of Scottish
Re:

1) Commutation or Recapture of a Life Reinsurance Contract

2) Impairment of Reinsurance Recoverables

3) Reporting of Reinsurance Recoverables

4) Admissibility of Reinsurance Recoverables

5) Disclosures

General Comments
The proposed INT 23-04T would limit the scope to amounts arising from the Scottish Re Liquidation. ACLI
understands the rationale for limiting the scope of the INT, but would suggest a small revision to paragraph
2 for the avoidance of doubt:
This interpretation is fecused-en applicable only to the accounting and reporting of reinsurance
recoverables from Scottish Re, a U.S.-based life reinsurer in liquidation. The Statutory Accounting
Principles (E) Working Group tentative consensuses to the noted issues are included below.

Issue 1 — Commutation or Recapture of a Life Reinsurance Contract
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We agree with the provisions in paragraphs 3 and 4, which we understand to require that reporting entltljes

a) unwind reinsurance balances in the manner prescribed by paragraph 58 and b) establish new balances to
which the provisions outlined under Issue 3 would apply.

Issue 2 — Impairment of Reinsurance Recoverables
We have no comments on this issue.
Issue 3 — Reporting of Reinsurance Recoverables

ACLI does not object to the proposed financial statement reporting outlined in paragraphs 10-16 of the INT.
We would offer the following suggested revision to paragraph 14 to provide additional clarity as to the
scope of amounts reported in Line 16.3.
14. Other-aAmounts receivable recoverable from the reinsurer’s estate for claims incurred
thpait-retatecto-the-period before the reinsurance contract cancellation and unpaid as of the

reporting date which-are recoverablefromthereinsurers—estate shall be reported on the asset

page line 16.3 - Other Amounts Receivable Under Reinsurance Contracts.

Issue 4 — Admissibility of Reinsurance Recoverables

The re-exposed INT would allow amounts to be admitted that are reported on the asset page in line 16.1 or
secured by a trust, to the extent such amounts are not in dispute, the trust funds are sufficient, and for
amounts reported on line 16.1 after an impairment review. Other reinsurance recoverables are required to
be non-admitted.

ACLI believes that amounts recoverable from Scottish Re that are reported on the asset page in lines 16.3
and 25 should also be admitted, subject to an impairment review and approval of reporting entities’
domestic regulators. Our comments below support this position and provide additional commentary on
several related questions.

The present value of future losses is an example of an “other recoverable” amount that would be reported
on line 25. For some cedants, this represents a significant component of the overall receivable from Scottish,
and it is acknowledged specifically by the liquidation order. An example of an exposure of this nature would
arise if level term business was ceded to Scottish under coinsurance. For level term policies, premiums far
exceed claims in the earlier years, and reserves are built up to provide for the increased claims expected in
the later years. Since these reinsurance contracts are terminated under the liquidation order, the direct
writers will now be responsible for paying these claims without reimbursement from Scottish Re, despite
having paid the premiums to Scottish Re. These future losses are acknowledged in the liquidation order,
and we have not received information from the receiver that such amounts will receive lower priority in the
liquidation- (i.e., they are no less recoverable than paid claims).

The coinsurance reserves scenario described above is only one example, and ACLI believes it is important
to provide for consideration of relevant facts and circumstances by reporting entities and their domestic
regulators, who are best positioned to analyze and opine on the individual facts and circumstances of a
given insurer’s exposure in a liquidation (and have done so in the context of the current ongoing
liquidation). With this objective in mind, we would propose the following revisions to paragraph 19 to
provide for the admittance of amounts reported in lines 16.3 and 25, subject to appropriate review and
approval by a reporting entity’s domestic regulator.

19. Other amounts expected to be recovered that are reported on the asset page lines 16.3
and 25 in accordance with paragraphs 14 through 16 shall only be admitted on approval by the
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reporting entity’s domiciliary regulator. Such approval would not constitute a permitted practice,
and may be granted in consideration of a reporting entity’s individual facts and circumstances,
and based on review of appropriate supporting documentation and assumptions.

At the Fall National Meeting, ACLI provided examples of specific evidential matter that regulators may
consider, but which may be too specific to be codified directly into the INT given the wide diversity in facts
and circumstances among individual companies. Regulator review may include consideration of
documentation provided by the receiver; artifacts establishing the nature of the amounts due from the
liquidation estate; contractual agreements with Scottish Re prior to liquidation, and assumptions as to
collectability of amounts due, including sufficient assets in the liquidation estate and expected timing of
collections. Additionally, we would recommend for regulators’ consideration of a possible requirement that
amounts admitted under paragraph 19 be allocated to special surplus on liabilities, surplus and other funds
page, line 34. ACLI also recommends that the aggregate write-in for special surplus funds (line 34) be
named as “Scottish Re Recoverable.”

Several additional questions regarding admissibility were discussed during and after the NAIC’s Fall 2023
National Meeting. We have included comments on several of these issues below and stand ready to work
with NAIC staff and regulators to address any other issues and concerns that may arise.

Would the approval of recoverable amounts to be admitted under our proposed paragraph 19 above
be considered a permitted practice?

ACLTI’s view is that the approval of the admission of a recoverable that is provided for specifically in the
INT would not be a departure from SAP, and thus not a permitted practice. We note that there is precedent
for regulator approval elsewhere in the Accounting Practices and Procedures Manual. One specific example
is in SSAP 72 paragraph 8, which requires approval for the recognition of capital contributions as Type 1
subsequent events. For the avoidance of doubt, we have included explicit language to this effect in our
proposed revisions.

Do the provisions of Credit for Reinsurance Model Law (#785) constrain the amounts that may be
admitted from the estate of Scottish Re?

Subject to the review of individual state laws and regulations in which Model Law 785 is codified, our
interpretation is that the credit for reinsurance provisions ceased to apply when the reinsurance agreement
terminated. Accordingly, we are not constrained as to the accounting for receivables arising from the
liquidation by the requirements of A-785.

Would approval of amounts to be admitted be unduly burdensome for state regulators?

While ACLI members cannot provide a definitive response to this question as it relates to all of our state
regulators, we offer our observation that some states already have a practice of reviewing detailed
information regarding their companies’ exposure to Scottish Re. We believe the primary burden will be on
companies to provide information regulators find sufficient, and that our proposed revisions provide for the
continued practice of this prudent regulatory oversight rather than a significant expansion of regulators’
obligations. Further, we believe that on an ongoing basis the review will represent primarily an update from
prior periods.

ACLI members are appreciative of the time and efforts of NAIC staff and regulators regarding this
important issue. If you have any questions regarding this letter, please do not hesitate to contact us.

Sincerely,
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CC: Julie Gann, Robin Marcotte, Jake Stultz, Jason Farr, and Wil Oden (NAIC)

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member%20Meetings/E%20CMTE/APPTF/2024SpringNM/summary%?20and%20minutes/
SAPWG/Att%201C1_Comment%?20letters.pdf
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Statutory Accounting Principles (E) Working Group
Maintenance Agenda Submission Form
Form A

Issue: ASU 2016-13 Measurement of Credit Losses on Financial Instruments

Check (applicable entity):

P/C Life Health
Modification of existing SSAP = X X
New Issue or SSAP ] L] [ ]

Interpretation [] [] []

Description of Issue: In June 2016, the Financial Accounting Standards Board (FASB) issued ASU 2016-13
Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments (CECL)
to change impairment and credit loss United States generally accepted accounting principles (GAAP) guidance
from an “incurred loss” methodology to an “expected loss” methodology. These changes were made primarily in
response to the 2008 Great Recession in which companies were anticipating significant credit losses but were unable
to record these losses as the probable threshold had not yet been met. In response to this issue, FASB established
the Financial Crisis Advisory Group (FCAG) to advise FASB on improvements to financial reporting in response
to the Great Recession. The main recommendation from the FCAG to FASB was to investigate improvements to
impairment and credit loss guidance through the development of an alternative to the “incurred loss” methodology.
Based on this recommendation FASB developed CECL which replaces the “incurred loss” methodology and
provides financial statement users with more decision-useful information about the expected credit losses on
financial instruments and other commitments to extend credit held by a reporting entity at each reporting date.
CECL affects all entities holding financial assets that are not accounted for at fair value through net income,
including loans, debt securities, trade receivables, net investments in leases, off-balance sheet credit exposures,
reinsurance recoverables and any other financial assets not specifically excluded that have the contractual right to
receive cash. The impact from applying CECL is anticipated to vary by reporting entity in accordance with the
credit quality of assets held and how they apply current GAAP.

One significant difference between previous GAAP and CECL is that the impairment guidance for in-scope assets
were superseded and replaced with credit loss guidance under Topic 326—Financial Instruments—Credit Losses.
Beyond consolidating new credit loss guidance into a single topic, CECL fundamentally changed the methodology
for calculating and recording credit losses by replacing the incurred credit loss model with the expected credit loss
model, which requires expected losses to be assessed and recorded at the onset of the acquisition of in-scope assets.
This requirement is applicable for all in-scope assets unless management assesses that the asset represents a zero-
risk transaction, U.S. Treasuries for example. As a result, the calculation of a credit loss allowance is now required
for many assets which previously would have only recorded a credit loss allowance once it has occurred, or the
probable threshold had been met. The asset categories scoped into the new CECL credit loss guidance are as follows:

Financing Receivables
Receivables from Sales-Type or Direct Finance Leases
Related Party Accounts and Loans Receivable, excluding related parties under common control.
All financial instruments held at Amortized Cost (categorized as Held to Maturity under GAAP), excluding
purchased financial assets with credit deterioration (PCDs).
o Includes but is not limited to debt securities, trade and time-share receivables, contract assets, and
reinsurance recoverables.
e Off-balance-sheet credit exposures not accounted for as insurance.
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o Includes but is not limited to loan commitments, forward commitments to purchase loans, letters
of credit, and financial guarantees.
e Cash Equivalents

While CECL does require the accrual of an allowance on expected credit losses, it does not require a specific
evaluation method but rather adopts a principles-based approach which allows for any kind of credit loss evaluation
if the end product of the evaluation meets certain defined criteria. Additionally, assets with similar risk profiles
may be evaluated for expected credit losses collectively but these risk profiles must be assessed annually to
determine if they remain similar. Note that Available for Sale securities are excluded from the expected credit loss
methodology but are instead required to utilize a modified other-than-temporary impairment (OTTI) model detailed
in Topic 326-30. The following information summarizes the key information on the accounting and reporting of
credit losses under Topic 326:

Overview of CECL Concepts:

Accounting guidance is divided into securities reported at amortized cost (includes investment held at Held-to-
Maturity, or HTM), and debt securities reported as available for sale (AFS), which reports fair value through OCI.
The following reflects high-level concepts from CECL:

Amortized Cost Securities:

1. Allowance for credit losses is a valuation accounting that is deducted from the amortized cost basis of the
financial assets to present the net amount expected to be collected on the financial assets. Net income is
adjusted to reflect the allowance for credit losses based on the current expected estimate. The allowance
shall be reported at each reporting date. Changes from current estimates shall be compared to estimates
previously reported, with adjustments reflected in net income.

2. The entity shall measure credit losses on a collective basis when similar risk characteristics exist. If a
financial asset does not share risk characteristics with other assets, the entity shall evaluate the asset on an
individual basis. (Should not include individual and collective assessments on the same asset.)

3. The entity shall estimate expected credit losses over the contractual terms of the financial assets,
considering prepayments. However, it shall not extend the contractual term for expected extensions,
renewals, and modifications unless there is a reasonable expectation of executing a troubled debt
restructuring.

4. When developing an estimate, the entity shall consider available information relevant to assessing
collectability of cash flows. This may include internal information, external information, or a combination
of past events, current conditions and reasonable and supportable forecasts. (Internal information may be
determined sufficient.)

5. Historical credit loss information for assets with similar characteristics generally provides a basis for
expected losses, but entities shall not rely solely on past events to estimate expected credit losses. When
using historical information, the entity shall consider the need to adjust for management expectations about
current conditions and reasonable and supported forecasts that differ from the historical period.

6. Estimate of expected credit losses shall include a measure of the expected risk of credit loss even if that

risk is remote. However, entities are not required to measure expected credit losses when the expectation
of nonpayment of the amortized cost basis is zero.
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Estimate of expected credit losses shall reflect how credit enhancements (other than freestanding contracts)
mitigate expected credit losses. However, freestanding contracts shall not be used to offset expected losses.

Assets purchased with existing credit deterioration are initially reported at the purchase price plus the
allowance for credit losses to determine the initial amortized cost basis. Any noncredit discount or premium
shall be allocated to each individual asset. At the acquisition date, the initial allowance for credits losses
determined on a collective basis shall be allocated to individual assets to appropriately allocate any
noncredit discount or premium.

For collateral-dependent financial assets, entities shall measure expected credit losses based on the fair
value of the collateral when the entity determines that foreclosure is probable. The entity may expect credit
losses of zero when the fair value (less costs to sell) of the collateral at the reporting date is equal to or
exceeds the amortized cost basis of the financial asset. If the collateral is less than the amortized cost basis,
an entity shall recognize an allowance for credit losses as the difference between the collateral fair value
and the amortized cost of the asset.

In the period when financial assets are deemed uncollectible, they shall be written off with a deduction from
the allowance.

Detailed disclosures are included to enable users to understand: 1) credit risk inherent in a portfolio and
how management monitors credit quality of a portfolio; 2) management’s estimate of expected credit losses;
and 3) changes in the estimate of expected credit losses that have occurred during the period. These
disclosures include a rollforward of the allowance for credit losses and a reconciliation of the purchase price
for assets purchased with credit deterioration.

Noted examples are included for collateral-dependent financial assets (real estate loans), assets with
collateral maintenance provisions (reverse-repurchase agreements), and HTM debt securities when
potential default is greater than zero, but expected nonpayment is zero (Treasury Securities).

Available-for-Sale Debt Securities

13.

14.

15.

16.

Investment is impaired if the fair value of the investment is less than amortized cost basis.

For individual AFS debt securities, the entity shall determine whether a decline in fair value below the
amortized cost basis has resulted from a credit loss or other factors. Impairments related to credit losses
shall be recorded through an allowance for credit losses. However, the allowance shall be limited by the
amount that the fair value is less than the amortized cost basis.

At each reporting date, the entity shall record an allowance for credit losses that reflects the amount of
impairment related to credit losses, limited by the fair value floor. Changes in the allowance shall be
recorded in the period of the change as a credit loss expense (or reversal of credit loss expense).

Impairment shall be assessed at the individual security level. For example, debt securities bearing the same
CUSIP — even if purchased in separate lots — may be aggregated by a reporting entity on an average cost
basis if that corresponds to the basis used to measure realized or unrealized gains and losses for the debt
securities. Providing a general allowance for an unidentified investment in a portfolio of debt securities is

not appropriate.
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In assessing whether a credit loss exists, an entity shall compare the present value of cash flows expected
to be collected from the security with the amortized cost basis of the security. If the present value of cash
flows expected to be collected is less than the amortized cost basis of the security, a credit loss exists and
an allowance for credit losses shall be recorded for the credit loss, limited by the amount that the fair value
is less than amortized cost basis. Credit losses on an impaired security shall continue to be measured using
the present value of expected future cash flows. (Entity would discount the expected cash flows at the
effective interest risk implicit in the security at the date of acquisition.)

Estimates of expected future cash flows shall be on the entity’s best estimate based on past events, current
conditions and on reasonable and supportable forecasts.

If the entity intends to sell, or if more-likely-than-not will be required to sell before recovery of the
amortized cost basis, any allowance for credit losses shall be written off and the amortized cost basis shall
be written down to the debt security’s fair value at the reporting date with any incremental impairment
reflected in earnings.

Entities shall reassess the credit losses each reporting period when there is an allowance for credit losses.
Subsequent changes shall be recorded in the allowance for credit losses, with a corresponding adjustment
in the credit loss expense. Entities are not permitted to reverse a previously recorded allowance for credit
losses to an amount below zero.

Once an AFS debt security has been written down, the previous amortized cost basis less write-offs,
including noncredit related impairment reported in earnings, shall become the new amortized cost basis,
and shall not be adjusted for subsequent recoveries in fair value.

For AFS debt securities for which impairments were reported in earnings as a write-off because of an intent
to sell or a more-likely-than-not requirement to sell, the difference between the new amortized cost basis
and the cash flows expected to be collected shall be accreted as interest income. Over the life of the security,
continue to estimate the present value of cash flows expected to be collected. For all other AFS debt
securities, if there is a significant increase in the cash flows expected to be collected or if actual cash flows
are significantly greater than cash flows previously expected, those changes shall be accounted for as a
prospective adjustment to the yield. Subsequent increases in fair value after the write-down shall be
included in other comprehensive income.

These AFS debt securities shall be presented on the balance sheet at fair value, with parenthetical
presentation of the amortized cost and the allowance for credit losses. The allowance for credit losses shall
be separately presented as a component of accumulated other comprehensive income.

Detailed disclosures are included to allow users to understand: 1) credit risk inherent in AFS debt securities;
2) management’s estimate of credit losses; and 3) changes in the estimate of credit losses that have taken
place during the period. These disclosures include detailed information for situations in which AFS
securities are in an unrealized loss position, but the entity has reached a conclusion that an allowance for
credit losses is unnecessary. Other key disclosures include the methodology and significant inputs used to
measure credit loss, a rollforward of the allowance for credit losses, and a reconciliation of purchased
financial assets with credit deterioration.

Noted examples are included for AFS debt securities in an unrealized loss position for which no credit
losses are reported (situations include Treasury Securities, Federal Agency MBS, and Corporate Bonds).
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Additionally, CECL would make changes to how companies account for off-balance sheet credit exposures.
Traditionally, most credit exposures have had no financial impact outside of disclosures until the probable threshold
has been met. However, as credit exposures are within the scope of CECL entities will likely be required to assess
and accrue a credit loss allowance at the inception of the credit exposure.

CECL also includes revisions to various other elements of the FASB Codification — Contingencies, Guarantees,
Troubled Debt Restructuring, Revenue, Business Combinations, Consolidation, Derivatives, Fair Value
Measurement, Foreign Currency Transactions, Leases, Transfer and Servicing, Insurance, Financial Guarantee
Contracts, & Health Care Entities. Staff will evaluate these changes in detail, and if these revisions are applicable
to SAP, as CECL is considered.

Subsequent Revisions:

Several ASUs have been issued after CECL to provide clarification and improvements to the guidance in ASC
Topic 326. Note that references to CECL are inclusive of these subsequent revisions. For the discussion at the 2023
Fall National Meeting, NAIC staff will include the following ASUs:

o  ASU 2018-19, Codification Improvements to Topic 326, Financial Instruments—Credit Losses, amends
CECL guidance by providing clarification on two specific issues.

o Issue 1 amended the transition date effective for nonpublic entities from 2020 to 2021 year-end.

o Issue 2 clarifies that receivables from operating leases are not within the scope of CECL and should
be accounted for in accordance with Topic 820.

o  ASU 2019-04, Codification Improvements to Topics 326, 815, 825, addresses several topics, which are
further disaggregated by issue, intended to clarify or correct the original CECL guidance. The Topics are
numbered from 1-5 with several individual issues addressed within each Topic.

o Topic 1 provides clarifications on accrued interest, transfers between categories/classifications of
loans and debt securities, and recoveries on previously written off financial assets.

o Topic 2 corrects cross-references, clarifies that reinsurance recoverables are within the scope of
CECL, and provides methodological clarifications in several areas involving the calculation of
credit loss reserves (see Issues 2D through 2F).

o Topic 3 provides clarifications and corrections on several issues involving Fair Value Hedges and
Hedge Accounting and clarifies that non-profit organizations that do not separately report earnings
may not adopt the amortization approach as detailed for fair value hedging.

o Topic 4 clarifies that Health and Welfare Benefit plans are not within the scope of CECL, that the
scope of certain disclosures is limited to only public entities and clarifies guidance on alternative
to fair value valuations.

o Topic 5 clarifies the presentation of line of credit converted to debt items and whether entities
should consider extension or renewals when calculating contract terms.

o ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 8§15),
and Leases (Topic 842), amends the effective date for various ASUs. The transition date for CECL was
moved to December 15, 2022, for all entities other than public SEC filers.

e ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, addresses
five issues identified with CECL.

o Issues 1 and 2 involve clarifications and additional guidance on assets purchased with credit
deterioration.

o Issue 3 extends the disclosure relief detailed in ASU 2019-04 to additional disclosures on accrued
interest receivables.

o Issue 4 provides clarifications on CECL assessments which involve financial assets secured by
collateral maintenance provisions.

o Issue 5 corrects a cross-reference error.
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o ASU 2020-03 Codification Improvements to Financial Instruments addresses several issues identified with
CECL.
o Issue 1 clarifies that all entities are required to provide the fair value option disclosures.
o Issue 2 corrects certain paragraphs in Topic 820 to include the phrase nonfinancial items accounted
for as derivatives under Topic 815 to be consistent with the previous amendments.
o Issue 3 clarifies that the disclosure requirements in Topic 320 apply to the disclosure requirements
in Topic 942 for depository and lending institutions.
o Issues 4 and 5 correct and enhance various cross-references.
Issue 6 clarifies the correct contractual term used to measure the net investment in a lease.
o Issue 7 clarifies that when an entity regains control of financial assets sold, an allowance for credit
losses should be recorded in accordance with Topic 326.

O

Staff Analysis:
The main purpose of statutory accounting principles (SAP) is to address the concerns of regulators, primarily as it

relates to assessing solvency, who are the primary users of statutory financial statements. To do so, SAP stresses
measurement of a company’s ability to pay claims in the future and adopts reasonably conservative principles of
accounting to ensure that insurance companies’ capital and surplus is reflective of funds in excess of policyholder
liabilities which are available to pay claims should the assets backing reserves become insufficient. Risk-based
capital then provides a basis for evaluating the sufficiency of this capital and surplus amount in the context of a
particular company’s risk-taking activities, including its exposure to credit risk. Capital requirements are calibrated
to ensure sufficiency of capital even during periods of economic uncertainty and distress, within the intended level
of statistical safety.

The statutory framework has long incorporated concepts that incorporate a prospective view of future credit risk
that historical GAAP has not. The first is the Asset Valuation Reserve (AVR). AVR requires life insurance
companies to establish a reserve to account for future impairment losses on all assets (with some minor exceptions).
While this is much more formulaic than the allowance required under CECL, it is intended to accomplish the same
objective. The second is that SSAP No. 26R—Bonds requires insurance companies that do not maintain AVR to
report bonds at fair value if the bond is not considered high-quality (NAIC designations 3 to 6). While this
requirement does not result in credit loss reserves, it does have a similar effect by requiring non-life companies to
report lower quality bonds at fair value or convert previously highest or high-quality bonds to fair value in the event
of credit quality degradation. Further, the RBC formula factors in the credit risk of each individual asset in
calculating the amount of capital required to be held. These mechanisms incorporate an expectation of future credit
losses. Therefore, while GAAP has just begun recognizing an expectation of future credit losses with the advent of
CECL, the statutory framework has recognized and incorporated future credit loss potential for decades.

Although the statutory framework has long considered future credit losses, it is worth assessing CECL to determine
whether it could introduce any improvements to the existing statutory framework if adopted. Based on the review
performed, Staff does not recommend adoption of CECL for the following reasons:

e CECL is a framework that incorporates significant judgement and forecasting by the company to establish
credit reserves. The assumptions and data that go into these estimates are required to be company-specific,
reflecting the company’s reasonable and supportable forecasts of future economic conditions. It also is
required to consider current economic conditions, which results in sensitivity in the reserve to changing
economic conditions. The statutory framework has historically limited insurer judgment in estimating
reserves. Where judgment has been allowed, there are typically mechanisms in place to closely regulate
and assess those assumptions for reasonableness. Further, loss reserves and RBC are generally set to already
incorporate downside risk within a desire level of statistical safety. As the framework already incorporates
an expectation of adverse experience, it is not particularly volatile with changes in economic conditions. It
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is intended to reflect risk through the economic cycle, not at a point in time. As a result of both the volatility
and judgment involved, the CECL standard does not fit the overall design of the statutory accounting and
solvency monitoring framework.

e CECL does not provide a specific method that companies must use to make expected loss estimates but is
instead defined by several results-oriented principles. While this does allow companies the flexibility to
adopt the forecasting process that best fits their investments and company, it also means that there will be
a significant diversity in the methods used to calculate expected credit losses under CECL. Such optionality
is generally not considered compatible with SAP and would also place a significant burden on regulators
and examiners to assess the variety of forecasting methods utilized by insurance companies.

e The majority of insurance company investments are debt securities which are generally classified as
Available for Sale (AFS) for GAAP reporting. Investments classified as AFS are held at fair value with
changes in fair value recorded through other comprehensive income. The portion of the CECL standard that
applies to AFS securities is markedly different than what applies to debt securities held at amortized cost.
Unlike GAAP, statutory accounting requires the majority of debt securities to be held at amortized cost. As
a result, using a CECL standard for statutory accounting would be significantly more expansive and
impactful to a statutory balance sheet than under GAAP and would result in a significantly different
application of CECL between statutory accounting and GAAP, even if the identical standard were adopted.

e CECL is a complex standard that requires companies to either develop internal models or to contract an
external solution to support calculating a reserve. GAAP does allow companies to elect to hold their
investments under the fair value option, in which case CECL is not required. This may be an appealing
option for some insurers, particularly smaller ones that wish to avoid the operational cost of CECL. The
fair value option does not exist for statutory accounting. As such, adopting CECL would likely force
insurers to incur the cost of CECL that would not otherwise be necessary for their GAAP financial
statements.

e Similarly, many insurance companies do not prepare GAAP financial statements. This means that they
would need to learn about and adopt CECL for the first time for their statutory financial statements if CECL
were to be adopted.

e As RBC has its own methodology for incorporating credit risk, any CECL allowance would need to be
reversed in the RBC formula in order to avoid double counting expected losses. This would largely
eliminate any benefit of CECL to regulators’ solvency monitoring efforts.

As a result of these factors, NAIC Staff does not recommend adopting CECL for statutory accounting.

Existing Authoritative Literature:

Existing SAP guidance has predominantly adopted (or adopted with modification) GAAP guidance pertaining to
other-than-temporary impairment. However, the adopted guidance, although coming from GAAP, does not reflect
GAAP concepts for similar securities. For example, the guidance in SSAP No. 26R reflects concepts from GAAP
applicable for receivables and loans (e.g., it is probable that the entity will be unable to collect all amounts due
accordingly to the contractual terms.) The guidance in SSAP No. 43R—Loan-Backed and Structured Securities is
more comparable to current GAAP concepts applicable for both HTM and AFS debt securities (e.g., assessment of
whether an entity will recover the amortized cost basis based on a review of the present value of cash flows.)

The GAAP categories for debt securities have previously been rejected for statutory accounting. As such, SAP does
not include the classifications of “Held-to-Maturity,” “Available-for-Sale” or “Trading” for debt securities. All debt
securities are captured within SSAP No. 26R or SSAP No. 43R and reported at either amortized cost, or the lower
of amortized cost or fair value, based on NAIC designation.
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INT 06-07: Definition of the Phrase “Other Than Temporary” — This INT reflects the adoption with modification
of FSP FAS 115-1/124-1: The Meaning of Other Them Temporary Impairment and Its Application to Certain
Investments. This FSP was subsequently included in the FASB Codification in ASC 320-10 and ASC 326-30
and this ASC guidance has been deleted (or significantly revised) with the issuance of ASU 2016-13. (This
INT has not been duplicated in this agenda item.)

Preamble — This guidance reflects some of the core principles of statutory accounting as it pertains to the Staff
Analysis detailed above:

19. SAP is conservative in some respects but not unreasonably conservative over the span of
economic cycles, or in recognition of the primary statutory responsibility to regulate for financial solvency.
SAP attempts to determine at the financial statement date an insurer’s ability to satisfy its obligations to its
policyholders and creditors.

33. Conservative valuation procedures provide protection to policyholders against adverse fluctuations
in financial condition or operating results. Statutory accounting should be reasonably conservative over the
span of economic cycles and in recognition of the primary responsibility to regulate for financial solvency.
Valuation procedures should, to the extent possible, prevent sharp fluctuations in surplus.

SSAP No. 26R, Paragraphs 12-13 — This guidance reflects adoption of FSP FAS 115-1/124-1: The Meaning of
Other Them Temporary Impairment and Its Application to Certain Investments. This FSP was subsequently
included in the FASB Codification in ASC 320-10 and ASC 326-30 and this ASC guidance has been deleted
(or significantly revised) with the issuance of ASU 2016-13.

13. An other-than-temporary(NT %6-07) impairment shall be considered to have occurred if it is probable
that the reporting entity will be unable to collect all amounts due according to the contractual terms of a
debt security in effect at the date of acquisition.! A decline in fair value which is other-than-temporary
includes situations where a reporting entity has made a decision to sell a security prior to its maturity at an
amount below its carrying value. If it is determined that a decline in the fair value of a bond is other-than-
temporary, an impairment loss shall be recognized as a realized loss equal to the entire difference between
the bond’s carrying value and its fair value at the balance sheet date of the reporting period for which the
assessment is made. The measurement of the impairment loss shall not include partial recoveries of fair
value subsequent to the balance sheet date. For reporting entities required to maintain an AVR/IMR, the
accounting for the entire amount of the realized capital loss shall be in accordance with SSAP No. 7. The
other-than-temporary impairment loss shall be recorded entirely to either AVR or IMR (and not bifurcated
between credit and_non-credit components) in accordance with the annual statement instructions.

14. In periods subsequent to the recognition of an other-than-temporary impairment loss for a bond,
the reporting entity shall account for the other-than-temporarily impaired security as if the security had been
purchased on the measurement date of the other-than-temporary impairment. The fair value of the bond
on the measurement date shall become the new cost basis of the bond and the new cost basis shall not be
adjusted for subsequent recoveries in fair value. The discount or reduced premium recorded for the security,
based on the new cost basis, shall be amortized over the remaining life of the security in the prospective
manner based on the amount and timing of future estimated cash flows. The security shall continue to be

UIf a bond has been modified from original acquisition, the guidance in SSAP No. 36—Troubled Debt Restructuring and paragraph 22 of
SSAP No. 103R—Transfers and Servicing of Financial Assets and Extinguishments of Liabilities shall be followed, as applicable. After
modification of original terms, future assessments to determine other-than-temporary impairment shall be based on the modified contractual
terms of the debt instrument.
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subject to impairment analysis for each subsequent reporting period. Future declines in fair value which are
determined to be other-than temporary shall be recorded as realized losses.

SSAP No. 43R, Paragraphs 12-13 — This guidance reflects concepts included within FSP FAS 115-1/124-1: The
Meaning of Other Them Temporary Impairment and Its Application to Certain Investments, as well the adoption of
EITF 99-20, Exchange of Interest-Only and Principal-Only Securities for a Mortgage-Backed Security, and F'SP
ETIF 99-20-1, Amendments to the Impairment Guidance of ETIF Issue 99-20. The guidance reflected from this
FSP was included in ASC 310-20, 325-40, and 326-30 and has been deleted or significantly revised with the
issuance of ASU 2016-13:

Collection of All Contractual Cashflows is Not Probable

19. The following guidance applies to loan-backed and structured securities with evidence of
deterioration of credit quality since origination for which it is probable, either known at acquisition or
identified during the holding period, that the investor will be unable to collect all contractually required
payments receivable, except for those beneficial interests that are not of high credit quality or can
contractually be prepaid or otherwise settled in such a way that the reporting entity would not recover
substantially all of its recorded amount determined at acquisition (see paragraphs 22-25).

20. The reporting entity shall recognize the excess of all cash flows expected at acquisition over the
investor’s initial investment in the loan-backed or structured security as interest income on an effective-
yield basis over the life of the loan-backed or structured security (accretable yield). Any excess of
contractually required cash flows over the cash flows expected to be collected is the nonaccretable
difference. Expected prepayments shall be treated consistently for determining cash flows expected to be
collected and projections of contractual cash flows such that the nonaccretable difference is not affected.
Similarly, the difference between actual prepayments and expected prepayments shall not affect the
nonaccretable difference.

21. An investor shall continue to estimate cash flows expected to be collected over the life of the loan-
backed or structured security. If, upon subsequent evaluation:

a. The fair value of the loan-backed or structured security has declined below its amortized
cost basis, an entity shall determine whether the decline is other than temporary (NT 6-07),
For example, if, based on current information and events, there is a decrease in cash flows
expected to be collected (that is, the investor is unable to collect all cash flows expected at
acquisition plus any additional cash flows expected to be collected arising from changes in
estimate after acquisition (in accordance with paragraph 19.b.), an other-than-temporary
impairment shall be considered to have occurred. The investor shall consider both the
timing and amount of cash flows expected to be collected in making a determination about
whether there has been a decrease in cash flows expected to be collected.

b. Based on current information and events, if there is a significant increase in cash flows
previously expected to be collected or if actual cash flows are significantly greater than
cash flows previously expected, the investor shall recalculate the amount of accretable
yield for the loan-backed or structured security as the excess of the revised cash flows
expected to be collected over the sum of (1) the initial investment less (2) cash collected
less (3) other-than-temporary impairments plus (4) amount of yield accreted to date. The
investor shall adjust the amount of accretable yield by reclassification from nonaccretable
difference. The adjustment shall be accounted for as a change in estimate in conformity
with SSAP No. 3—Accounting Changes and Corrections of Errors (SSAP No. 3), with the
amount of periodic accretion adjusted over the remaining life of the loan-backed or
structured security (prospective method).
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Unrealized Gains and Losses and Impairment Guidance

29. For reporting entities required to maintain an AVR, the accounting for unrealized gains and losses
shall be in accordance with paragraph 36 of this statement. For reporting entities not required to maintain
an AVR, unrealized gains and losses shall be recorded as a direct credit or charge to unassigned funds
(surplus).

30. The application of this reporting requirement resulting from NAIC designation (i.e., lower of cost or
fair value) is not a substitute for other-than-temporary impairment recognition (paragraphs 33-37). For
securities reported at fair value where an other-than-temporary impairment has been determined to have
occurred, the realized loss recognized from the other-than-temporary impairment shall first be applied
towards the realization of any unrealized losses previously recorded as a result of fluctuations in the
security’s fair value due to the reporting requirements. After the recognition of the other-than-temporary
impairment, the security shall continue to report unrealized gains and losses as a result of fluctuations in
fair value.

31. If the fair value of a loan-backed or structured security is less than its amortized cost basis at the
balance sheet date, an entity shall assess whether the impairment is other than temporary. Amortized cost
basis includes adjustments made to the cost of an investment for accretion, amortization, collection of cash,
previous other-than-temporary impairments recognized as a realized loss.

32. If an entity intends to sell the loan-backed or structured security (that is, it has decided to sell the
security), an other-than-temporary impairment shall be considered to have occurred.

33. If an entity does not intend to sell the loan-backed or structured security, the entity shall assess
whether it has the intent and ability? to retain the investment in the security for a period of time sufficient to
recover the amortized cost basis. If the entity does not have the intent and ability to retain the investment
for the time sufficient to recover the amortized cost basis, an other-than-temporary impairment shall be
considered to have occurred.

34. If the entity does not expect to recover the entire amortized cost basis of the security, the entity
would be unable to assert that it will recover its amortized cost basis even if it does not intend to sell the
security and the entity has the intent and ability to hold. Therefore, in those situations, an other-than
temporary impairment shall be considered to have occurred. (For mortgage-referenced securities, an OTTI
is considered to have occurred when there has been a delinquency or other credit event in the referenced
pool of mortgages such that the entity does not expect to recover the entire amortized cost basis of the
security.) In assessing whether the entire amortized cost basis of the security will be recovered, an entity
shall compare the present value of cash flows expected to be collected from the security with the amortized
cost basis of the security. If present value of cash flows expected to be collected is less than the amortized
cost basis of the security, the entire amortized cost basis of the security will not be recovered (that is, a
non-interest related decline® exists), and an other-than-temporary impairment shall be considered to have
occurred. A decrease in cashflows expected to be collected on a loaned-backed or structured security that
results from an increase in prepayments on the underlying assets shall be considered in the estimate of the
present value of cashflows expected to be collected.

2 This assessment shall be considered a high standard due to the accounting measurement method established for the securities within the
scope of this statement (amortized cost).

3 A non-interest related decline is a decline in value due to fundamental credit problems of the issuer. Fundamental credit problems exist with

the issuer when there is evidence of financial difficulty that may result in the issuer being unable to pay principal or interest when due. An
interest related decline in value may be due to both increases in the risk-free interest rate and general credit spread widening.
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35. In determining whether a non-interest related decline exists, an entity shall calculate the present
value of cash flows expected to be collected based on an estimate of the expected future cash flows of the
impaired loan-backed or structured security, discounted at the security’s effective interest rate.

a. For securities accounted for under paragraphs 14-18 — the effective interest rate of the
loan-backed or structured security is the rate of return implicit in the security (that is, the
contractual interest rate adjusted for any net deferred fees or costs, premium, or discount
existing at the origination or acquisition of the security).

b. For securities accounted for under paragraphs 19-21 — the effective interest rate is the rate
implicit immediately prior to the recognition of the other-than-temporary impairment.

C. For securities accounted for under paragraphs 22-25 — the reporting entity shall apply the
guidance in paragraph 24.b.

36. When an other-than-temporary impairment has occurred because the entity intends to sell the
security or has assessed that that they do not have the intent and ability to retain the investments in the
security for a period of time sufficient to recover the amortized cost basis, the amount of the other-than-
temporary impairment recognized in earnings as a realized loss shall equal the entire difference between
the investment’s amortized cost basis and its fair value at the balance sheet date. (This guidance includes
loan-backed and structured securities previously held at lower of cost or market. For these securities, upon
recognition of an other-than-temporary impairment, unrealized losses would be considered realized.)

37. When an other-than-temporary impairment has occurred because the entity does not expect to
recover the entire amortized cost basis of the security even if the entity has no intent to sell and the entity
has the intent and ability to hold, the amount of the other-than-temporary impairment recognized as a
realized loss shall equal the difference between the investment's amortized cost basis and the present
value of cash flows expected to be collected, discounted at the loan-backed or structured security’s effective
interest rate in accordance with paragraph 35. (This guidance includes loan-backed and structured
securities previously held at lower of cost or market. For these securities, upon recognition of an other-
than-temporary impairment, unrealized losses would be considered realized for the non-interest related
decline. Hence, unrealized losses could continue to be reflected for these securities due to the reporting
requirements.)

Reinsurance recoverables are explicitly included in the scope of the new CECL guidance, but only for “expected
losses related to the credit risk of the reinsurer/assuming company” (326-20-55-82). The current existing statutory
accounting guidance does not include the concept of reserving for expected credit losses. It should be noted that
while not related to creditworthiness, SSAP No. 62R—Property and Casualty Reinsurance does include the concept
of the provision for reinsurance, which is more focused on known overdue/uncollectible reinsurance and does not
take the creditworthiness of the reinsurer into the calculation. However, impairment analysis is required for
reinsurance balances in both SSAP No. 61R—Life, Deposit -Type and Accident and Health Reinsurance and SSAP
No. 62R.

Multiple other SSAPs are impacted by the updated guidance, and NAIC Staff has prepared tables in Exhibit 1 which
provide detailed summarizations of the updates made by CECL.

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):

The following ASUs were issued after CECL as clarifications and improvements to the guidance in ASC Topic 326
but have already been addressed for statutory accounting purposes by the Working Group:
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o ASU 2019-05 Financial Instruments—Credit Losses (Topic 326)—Targeted Transition Relief was assessed
and rejected for statutory accounting purposes by the Working Group. For further details see Agenda Item
2019-28.

o  ASU2022-02 Financial Instruments—Credit Losses (Topic 326) Troubled Debt Restructurings and Vintage
Disclosures was assessed and rejected for statutory accounting purposes by the Working Group. For further
details see Agenda Item 2022-10.

o  ASU 2022-01 Derivatives and Hedging (Topic 815) Fair Value Hedging—~Portfolio Layer Method was
assessed and adopted with modification for statutory accounting purposes by the Working Group. For
further details see Agenda Item 2022-09.

Agenda item 2016-20 was started on CECL and last exposed for comment on August 4, 2018.

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

Convergence with International Financial Reporting Standards (IFRS):

The credit losses project began as a joint project with the IASB, but the Boards determined that convergence was
not possible in 2012 due to the differing needs of their respective stakeholder groups. The IASB issued /FRS 9,
Financial Instruments in July 2014. The FASB and IASB both sought to respond to concerns identified pertaining
to the delayed recognition of credit losses; however, the IASB’s stakeholders strongly preferred an impairment
model that uses a dual measurement approach, while U.S. stakeholders strongly preferred the current expected
credit loss model.

The main difference between ASU 2016-13 and IFRS 9 relates to the timing of recognition of expected losses. The
ASU requires that the full amount of expected credit losses be recorded for all financial assets measured at amortized
cost, whereas IFRS 9 requires an allowance for credit losses equal to 12 months of expected credit losses until there
is a significant increase in credit risk, at which point lifetime expected losses are recognized. Consequently, the
allowance for credit losses as measured and recorded under the ASU will be accounted for differently under GAAP
than under IFRS and will have a different effect on the financial statements.

Staff Recommendation:

Based on the Staff Analysis detailed on Pages 6-7, Staff recommends that the Working Group move this item
to the active listing, categorized as a SAP clarification, and expose revisions to reject ASU 2016-13
Measurement of Credit Losses on Financial Instruments and other related ASUs (see “Subsequent Revisions”
on page 5) within the following SSAPs:

SSAP No. 2R—Cash, Cash Equivalents, Drafts and Short-Term Investments
SSAP No. SR—Liabilities, Contingencies and Impairments of Assets
SSAP No. 22R—Leases

SSAP No. 26R—Bonds

SSAP No. 32R—Preferred Stock

SSAP No. 34—Investment Income Due and Accrued

SSAP No. 37—Mortgage Loans

SSAP No. 39—Reverse Mortgages

SSAP No. 41R—Surplus Notes

SSAP No. 43R—Loan and Asset Backed Securities

SSAP No. 61R—Life, Deposit-Type and Accident and Health Reinsurance
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SSAP No. 62R—Property and Casualty Reinsurance

SSAP No. 86—Derivatives

SSAP No. 103R—Transfer/Service of Financial Assets

SSAP No. 105R—Working Capital Finance Investments

INT 06-07: Definition of the Phrase “Other Than Temporary

Staff also recommends modifying INT 06-07: Definition of Phrase “Other Than Temporary” to clarify that
companies should adhere to the impairment guidance detailed within the SSAPs, which may reflect U.S.
GAAP guidance prior to the FASB’s issuance of ASU 2016-13.

Agenda item 2016-20 was started on CECL and last exposed for comment on August 4, 2018. Agenda item
2016-20 was reviewed by NAIC Staff, and we recommend it be formally disposed and replaced by this new
agenda item.

Proposed Revisions to SSAP No. 2R—Cash, Cash Equivalents, Drafts and Short-Term Investments

Relevant Literature

21. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-
13 and other related ASUs.

Proposed Revisions to SSAP No. 5SR—Liabilities, Contingencies and Impairments of Assets

43. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842).
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-
13 and other related ASUs.

Proposed Revisions to SSAP No. 22R—Leases

53. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-
13 and other related ASUs.
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Proposed Revisions to SSAP No. 26R—Bonds

33. This statement rejects the GAAP guidance for debt securities, which is contained in ASU 2020-08,
Codification Improvements to Subtopic 310-20, Receivables — Nonrefundable Fees and Other Costs, ASU 2018-03,
Recognition and Measurement of Financial Assets and Financial Liabilities, ASU 2017-08, Premium Amortization
on Purchased Callable Debt Securities, ASU 2016-01, Financial Instruments — Overall, FASB Statement No. 1135,
Accounting for Certain Investments in Debt and Equity Securities, FASB Statement No. 91, Accounting for
Nonrefundable Fees and Costs Associated with Originating or Acquiring Loans and Initial Direct Costs of Leases,
FASB Emerging Issues Task Force No. 89-18, Divestitures of Certain Investment Securities to an Unregulated
Commonly Controlled Entity under FIRREA, and FASB Emerging Issues Task Force No. 96-10, Impact of Certain
Transactions on Held-to-Maturity Classifications Under FASB Statement No. 115. This statement rejects ASU
2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments,
ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04
Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses (Topic
326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements to Financial
Instruments.

Proposed Revisions to SSAP No. 32R—Preferred Stock

21. This statement rejects ASU 2018-03, Recognition and Measurement of Financial Assets and Financial
Liabilities, ASU 2016-01, Financial Instruments — Overall, FASB Statement No. 115, Accounting for Certain
Investments in Debt and Equity Securities and FASB Emerging Issues Task Force No. 86-32, Early Extinguishment
of a Subsidiary’s Mandatorily Redeemable Preferred Stock. This statement adopts FASB Staff Position 115-1/124-
1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments, paragraph 16,
with modification to be consistent with statutory language in the respective statutory accounting statements. This
statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses
on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—Credit
Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—
Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification
Improvements to Financial Instruments.

Proposed Revisions to SSAP No. 34—Investment Income Due and Accrued

9. This statement adopts FASB Staff Position 115-1/124-1, The Meaning of Other-Than-Temporary
Impairment and Its Application to Certain Investments, paragraph 16, with modification to be consistent with
statutory language in the respective statutory accounting statements. This statement rejects ASU 2016-13 Financial
Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification
Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326)
Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic
326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements to Financial Instruments.
Companies should continue to apply the relevant statutory accounting impairment guidance, which may reflect U.S.
GAAP guidance prior to FASB’s issuance of ASU 2016-13 and other related ASUs.
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Proposed Revisions to SSAP No. 37—Mortgage Loans

31. This statement rejects FASB Statement No. 91, Accounting for Nonrefundable Fees and Costs Associated
with Originating or Acquiring Loans and Initial Direct Costs of Leases, FASB Emerging Issues Task Force No. 8-
17, Accounting for Fees and Costs Associated with Loan Syndications and Loan Participations, and AICPA Practice
Bulletin 6, Amortization of Discounts on Certain Acquired Loans. This statement rejects ASU 2016-13 Financial
Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification
Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326),
Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic
326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements to Financial Instruments.

Proposed Revisions to SSAP No. 39—Reverse Mortgages

Relevant Literature

17. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments.

Proposed Revisions to SSAP No. 41R—Surplus Notes

22. This statement rejects AICPA Practice Bulletin No. 15, Accounting by the Issuer of Surplus Notes, which
requires surplus notes to be accounted for as debt and that interest be accrued over the life of the surplus note,
irrespective of the approval of interest and principal payments by the insurance commissioner. This statement rejects
ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial
Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU
2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses
(Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification
Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements
to Financial Instruments.

Proposed Revisions to SSAP No. 43R—Loan-Backed and Structured Securities

58. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments.

Proposed Revisions to SSAP No. 61R—Life, Deposit-Type and Accident and Health Reinsurance

88. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
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ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-
13 and other related ASUs.

Proposed Revisions to SSAP No. 62R—Property and Casualty Reinsurance

129.  This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-
13 and other related ASUs.

Proposed Revisions to SSAP No. 86—Derivatives

73. This statement rejects 2020-06, Debt—Debt with Conversion and Other Options (Subtopic 470-20) and
Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40), Accounting for Convertible
Instruments and Contracts in an Entity’s Own Equity, ASU 2020-01, Investments—Equity Securities (Topic 321),
Investments—Equity Method and Joint Ventures (Topic 323), and Derivatives and Hedging (Topic 815), Clarifying
the Interactions between Topic 321, Topic 323 and Topic 815, ASU 2018-03, Recognition and Measurement of
Financial Assets and Financial Liabilities, and ASU 2016-03, Intangibles—Goodwill and Other, Business
Combinations, Consolidation, Derivatives and Hedging. This statement rejects ASU 2016-13 Financial
Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification
Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326),
Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic
326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements to Financial Instruments.
Companies should continue to apply the relevant statutory accounting impairment guidance, which may reflect U.S.
GAAP guidance prior to FASB’s issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 103R—Transfer/Service of Financial Assets

134.  This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-
13 and other related ASUs.

Proposed Revisions to SSAP No. 105R—Working Capital Finance Investments

Relevant Literature

32. This statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
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Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),
ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03
Codification Improvements to Financial Instruments.

Proposed Revisions to INT 06-07: Definition of Phrase “Other Than Temporary”
INT 06-07 Discussion
13. On xx/xx/2024, the Working Group rejected ASU 2016-13 Measurement of Credit Losses on Financial

Instruments and other related ASUs. As a result, companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect prior U.S. GAAP guidance.

Staff Review Completed by:
NAIC Staff — William Oden, September 2023

Status:

On December 1, 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 reject ASU 2016-13, ASU 2018-19,
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04, Codification
Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326),
Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic
326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements to Financial Instruments,
within INT 06-07: Definition of Phrase “Other Than Temporary” and fifteen applicable SSAPs which are detailed
above. The Working Group also moved agenda item 2026-20, which was started to address CECL, to the disposed
listing. The Working Group directed NAIC staff to research how best to maintain pre-CECL GAAP impairment
guidance for posterity.

On December 11, 2023, the Working Group chair approved an accelerated comment deadline that was requested
by industry after the December 1, 2023 meeting. As a result, the comment deadline for the Fall National Meeting
exposure of agenda item 2023-24 was shortened from February 4, 2024 to December 29, 2023, to allow the Working
Group the ability to formally reject CECL and other related ASUs in January 2024.

On January 10, 2024, the Working adopted, as final, the exposed revisions, as detailed below, to INT 06-07 and
SSAP Nos. 2R, 5R, 22R, 26R, 32R, 34, 37, 39, 41R, 61R, 62R, 86, 103R, and 105R to reject ASUs 2016-13, 2018-
19, 2019-04, 2019-10, 2019-11, and 2020-03 as not applicable to statutory accounting. The Working Group also
reiterated its direction to NAIC staff to research and prepare a document to maintain pre-CECL GAAP impairment
guidance for posterity.

Note on January 10, 2024, Exposed Revisions: Subsequent to the Fall National Meeting Exposure, additional
consistency revisions were made to the proposed revisions and are shown highlighted grey below for January 10,
2024, discussion. The sentence directing companies to continue applying the relevant statutory accounting
impairment guidance was originally excluded from any revised SSAPs which was within scope of INT 06-07 as the
INT already had this sentence. Staff later determined that it would be clearer and cleaner to have this sentence
within all revised SSAPs. Additionally, Staff adjusted each of the revised SSAPs to specifically denote the effective
date of the rejection.
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Proposed Revisions to SSAP No. 2R—Cash, Cash Equivalents, Drafts and Short-Term Investments

Relevant Literature

21. Effective December 31, 2023.-Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04_Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 5SR—Liabilities, Contingencies and Impairments of Assets

43, Effective December 31, 2023,-Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 22R—Leases

53. Effective December 31, 2023,-Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 26R—Bonds

33. This statement rejects the GAAP guidance for debt securities, which is contained in ASU 2020-08,
Codification Improvements to Subtopic 310-20, Receivables — Nonrefundable Fees and Other Costs, ASU 2018-03,
Recognition and Measurement of Financial Assets and Financial Liabilities, ASU 2017-08, Premium Amortization
on Purchased Callable Debt Securities, ASU 2016-01, Financial Instruments — Overall, FASB Statement No. 1135,
Accounting for Certain Investments in Debt and Equity Securities, FASB Statement No. 91, Accounting for
Nonrefundable Fees and Costs Associated with Originating or Acquiring Loans and Initial Direct Costs of Leases,
FASB Emerging Issues Task Force No. 89-18, Divestitures of Certain Investment Securities to an Unregulated
Commonly Controlled Entity under FIRREA, and FASB Emerging Issues Task Force No. 96-10, Impact of Certain
Transactions on Held-to-Maturity Classifications Under FASB Statement No. 115. Effective December 31, 2023,
Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit
Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—
Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial
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Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-
11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification
Improvements to Financial Instruments. Companies should continue to apply the relevant statutory accounting
impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-13 and other
related ASUs.

Proposed Revisions to SSAP No. 32R—Preferred Stock

21. This statement rejects ASU 2018-03, Recognition and Measurement of Financial Assets and Financial
Liabilities, ASU 2016-01, Financial Instruments — Overall, FASB Statement No. 115, Accounting for Certain
Investments in Debt and Equity Securities and FASB Emerging Issues Task Force No. 86-32, Early Extinguishment
of a Subsidiary’s Mandatorily Redeemable Preferred Stock. This statement adopts FASB Staff Position 115-1/124-
1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments, paragraph 16,
with modification to be consistent with statutory language in the respective statutory accounting statements.
Effective December 31, 2023.-Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic
326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic
326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU
2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases
(Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and
ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
1ssuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 34—Investment Income Due and Accrued

9. This statement adopts FASB Staff Position 115-1/124-1, The Meaning of Other-Than-Temporary
Impairment and Its Application to Certain Investments, paragraph 16, with modification to be consistent with
statutory language in the respective statutory accounting statements. Effective December 31, 2023 “Fthis statement
rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial
Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU
2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses
(Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification
Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements
to Financial Instruments. Companies should continue to apply the relevant statutory accounting impairment
guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-13 and other related
ASUs.

Proposed Revisions to SSAP No. 37—Mortgage Loans

31. This statement rejects FASB Statement No. 91, Accounting for Nonrefundable Fees and Costs Associated
with Originating or Acquiring Loans and Initial Direct Costs of Leases, FASB Emerging Issues Task Force No. 88-
17, Accounting for Fees and Costs Associated with Loan Syndications and Loan Participations, and AICPA Practice
Bulletin 6, Amortization of Discounts on Certain Acquired Loans. Effective December 31, 2023 -Fthis statement
rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial
Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU
2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses
(Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification
Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements
to Financial Instruments. Companies should continue to apply the relevant statutory accounting impairment
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guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-13 and other related
ASUs.

Proposed Revisions to SSAP No. 39—Reverse Mortgages

Relevant Literature

17. Effective December 31, 2023, Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 41R—Surplus Notes

22. This statement rejects AICPA Practice Bulletin No. 15, Accounting by the Issuer of Surplus Notes, which
requires surplus notes to be accounted for as debt and that interest be accrued over the life of the surplus note,

irrespective of the approval of interest and principal payments by the insurance commissioner. Effective December
31, 2023 .-TFthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of
Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial
Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10
Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842),

ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03

Codification Improvements to Financial Instruments. Companies should continue to apply the relevant statutory
accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-

13 and other related ASUs.

Proposed Revisions to SSAP No. 43R—Loan-Backed and Structured Securities

58. Effective December 31, 2023,-Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 8135,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 61R—Life, Deposit-Type and Accident and Health Reinsurance

88. Effective December 31, 2023,-Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
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relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 62R—Property and Casualty Reinsurance

129.  Effective December 31, 2023, Fthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 86—Derivatives

73. This statement rejects 2020-06, Debt—Debt with Conversion and Other Options (Subtopic 470-20) and
Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40), Accounting for Convertible
Instruments and Contracts in an Entity’s Own Equity, ASU 2020-01, Investments—Equity Securities (Topic 321),
Investments—Equity Method and Joint Ventures (Topic 323), and Derivatives and Hedging (Topic 815), Clarifying
the Interactions between Topic 321, Topic 323 and Topic 815, ASU 2018-03, Recognition and Measurement of
Financial Assets and Financial Liabilities, and ASU 2016-03, Intangibles—Goodwill and Other, Business
Combinations, Consolidation, Derivatives and Hedging. Effective December 31, 2023, Fthis statement rejects ASU
2016-13 Financial Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial
Instruments, ASU 2018-19 Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU
2019-04 Codification Improvements to Topics 326, 815, 825, ASU 2019-10 Financial Instruments—Credit Losses
(Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification
Improvements to Topic 326, Financial Instruments—Credit Losses, and ASU 2020-03 Codification Improvements
to Financial Instruments. Companies should continue to apply the relevant statutory accounting impairment
guidance, which may reflect U.S. GAAP guidance prior to FASB’s issuance of ASU 2016-13 and other related
ASUs.

Proposed Revisions to SSAP No. 103R—Transfer/Service of Financial Assets

134.  Effective December 31, 2023, Tthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to SSAP No. 105R—Working Capital Finance Investments

Relevant Literature

32. Effective December 31, 2023, Tthis statement rejects ASU 2016-13 Financial Instruments—Credit Losses
(Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19 Codification Improvements to
Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification Improvements to Topics 326, 815,
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825, ASU 2019-10 Financial Instruments—Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic 326, Financial Instruments—Credit Losses,
and ASU 2020-03 Codification Improvements to Financial Instruments. Companies should continue to apply the
relevant statutory accounting impairment guidance, which may reflect U.S. GAAP guidance prior to FASB’s
issuance of ASU 2016-13 and other related ASUs.

Proposed Revisions to INT 06-07: Definition of Phrase “Other Than Temporary”
INT 06-07 Discussion
13. On—xxxx2024Effective December 31, 2023, Fthe Working Group rejected ASU 2016-13 Financial

Instruments—Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments, ASU 2018-19
Codification Improvements to Topic 326, Financial Instruments—Credit Losses, ASU 2019-04 Codification

Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2019-11 Codification Improvements to Topic
326, Financial Instruments—CredltLosses and ASU 2020 03 Codification Improvements to Financial Instruments.
e s Finan : e § h . As a result,

companies should continue to apply the relevant statutory accounting impairment guldance which may reflect prior
U.S. GAAP guidance.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/Att
1C2_23-24 - ASU 2016-13 - CECL.docx
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Exhibit 1 — Summary of Changes from ASU 2016-13 and subsequent ASUs

ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
Balance Sheet— 210-10 Removal of disclosure guidance link. 45-15
Overall
Comprehensive 220-10 Supersede content and amend AFS guidance link. 45-10A
Income—Overall 45-16A

55-15B
Statement of Cash 230-10 Amends guidance to say amortized cost basis. 45-21
Flows—Overall
Interim Reporting— 270-10 Amend guidance for new credit loss language and 50-1
Overall include references to transition guidance.
Receivables—Overall 310-10 Amends guidance for new CECL language, 05-1
supersedes (or transfers to 326) several guidance 35-1 thru 49
paragraphs including OTTI, and adds new 35-53A thru C
guidance on PCD interest income. 45-1
45-4A
45-5
45-6
50-1 thru 35
55-1 thru 12
55-16 thru 22
Receivables— 310-20 Amends guidance for new CECL language and 15-3
Nonrefundable Fees supersedes OTTI guidance. 15-4
and Other Costs 35-9
60-1
60-2
Receivables—Loans 310-30 Supersedes entire subtopic and replaces with All

and Debt Securities

transition guidance.
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ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
Acquired with
Deteriorated Credit
Quality
Receivables— 310-40 Amends guidance for new CECL language, 15-11
Troubled Debt supersedes OTTI guidance, and eliminates 15-12
Restructurings by exclusion of loan pools from the scope of 310-40. 35-7 thru 12
Creditors 40-3
50-1 thru 6
55-7
55-13 thru 15
Investments—Debt 320-10 Amends guidance for new CECL language and 15-4
Securities—Overall supersedes all OTTI and credit loss guidance. 15-9
15-10
35-1
35-17 thru 24
35-30
35-33A thru I
35-34 thru 37
35-43
40-1
40-2
45-7 thru 9A
50-1 thru 8B
55-16 thru 19
55-21A thru 23
Investments—Equity 323-10 Amendment conforms terminology to match 35-25
Method and Joint CECL guidance. 55-30
Ventures—Overall 55-34
55-38
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ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
55-42
55-44
55-46
Investments—Other— 325-40 Amends guidance for new CECL language and 15-3
Beneficial Interests in supersedes all OTTI and credit loss guidance. 15-4
Securitized Also adds specific guidance for benefit interests 25-2
Financial Assets acquired as with PCD and adds a requirement to 30-1 thru 2
use the PV of future cash flows to measure 35-2 thru 4C
expected credit losses for benefit interests. 35-6
35-6A thru 10B
35-13
35-14
55-1
Financial 326-10 Creates Topic 326 codification; note that some All
Instruments—Credit 326-20 guidance was moved from existing codification
Losses 326-30 for inclusion within 326 and these transfers are
underlined. Note that AFS and HTM
classifications are not applicable for statutory
accounting purposes.
Contingencies—Loss 450-20 Amendment conforms terminology to match 15-2
Contingencies CECL guidance and includes codification links to 50-2A
topic 326. 60-2
60-3
Guarantees—Overall 460-10 Amendment conforms terminology to match 25-2
CECL guidance and requires that guarantees 25-3
within the scope of 326 must bifurcate the 30-5
instruments and apply Topic 326 guidance to the 35-3
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ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
contingent portion and Topic 460 to the non- 35-4
contingent portion. 45-1
50-4
50-5
55-21
55-22
Debt —Troubled Debt 470-60 Amendment conforms terminology to match 15-3
Restructurings by CECL guidance. 15-12
Debtors
Revenue from 606-10 Amendment conforms terminology to match 45-3
Contracts with CECL guidance and includes codification links to 45-4
Customers—Overall topic 326. 50-4
55-108
55-109
55-231
55-237
55-239
Business 805-20 Amendment conforms terminology to match 30-2
Combinations— CECL and guidance on recording PCD assets 30-4 thru 4B
Identifiable Assets which are within the scope of CECL or are 30-10
and Liabilities, and purchased with credit deterioration. Additionally, 30-12
Any Noncontrolling guidance was simplified for indemnification 30-26
Interest assets arising from government-assisted 35-4B
acquisitions of a financial institution.
Consolidation— 810-10 Amendment conforms terminology to match 30-8C
Overall CECL guidance.
Derivatives and 815-10 Amends guidance for new CECL language and 35-5

Hedging—Overall

supersedes OTTI guidance.
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ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
Derivatives and 815-15 Amends OTI guidance to instead direct reader to 25-5
Hedging—Embedded Topic 326.

Derivatives

Derivatives and 815-25 Amendments conforms terminology to match 35-10 thru 12

Hedging—Fair Value CECL guidance and includes codification links to 55-85 thru 90

Hedges topic 326.

Derivatives and 815-30 Amendment conforms terminology to match 35-42

Hedging—Cash Flow CECL guidance. 35-43

Hedges

Fair Value 820-10 Amendment conforms terminology to match 55-92

Measurement— CECL guidance.

Overall

Financial 825-10 Amendment conforms terminology to match 05-2

Instruments—Overall CECL guidance and supersedes old credit loss 25-4
guidance. 35-1 thru 3

55-8
55-10

Foreign Currency 830-20 Amendment conforms terminology to match 35-6

Matters—Foreign CECL guidance and supersedes old AFS guidance 35-7

Currency Transactions for foreign currency debt securities.

Interest—Overall 835-10 Amendment supersedes interest income 60-2
recognition on impaired or deteriorated credit 60-3
quality loans.

Leases—Lessor 842-30 Amendment conforms terminology to match 25-2
CECL guidance and supersedes impairment 25-6
guidance/terminology with credit loss guidance. 25-9

35-3
40-2
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ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
Leases—Leveraged 842-50 Amendment removes original OTTI reference and 50-2
Lease Arrangements adds codification references to Topic 326.

Subsequent Events— 855-10 Amendment conforms terminology to match 55-1

Overall CECL guidance and remove examples now 55-2
subject to Topic 326.

Transfers and 860-20 Amendment conforms terminology to match 30-2

Servicing—Sales of CECL guidance and adds reference links to Topic 35-3

Financial Assets 326 for the sale of financial assets which are 35-9
receivables, purchased financial asset with credit 50-5
deterioration, or is a beneficial interest that meets 55-19
the criteria in paragraph 325-40-30-1A.

Financial Services— 942-230 Amendment terminology in implementation 55-2

Depository and illustration to match CECL guidance. 55-4

Lending—Statement

of Cash Flows

Financial Services— 942-310 Amendment conforms terminology to match 05-1

Depository and CECL guidance and supersedes impairment 05-4

Lending— guidance. 25-1

Receivables 35-1

55-1

Financial Services— 944-20 Amendment removes impairment 55-37

Insurance—Insurance guidance/terminology.

Activities

Financial Services— 944-80 Amendment supersedes impairment and 25-9

Insurance—Separate unrealized gain/loss guidance/terminology with 55-11

Accounts credit loss guidance. 55-16

Financial Services— 944-310 Amendment conforms terminology to match 35-3

Insurance— CECL guidance and adds requirement to assess 35-4

Receivables 35-6
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ASU 2016-13 Financial Instruments—Credit Losses (Topic 326)

Topic Codification Abbreviated Summary of Change Related Paragraphs
credit losses on insurance receivables and 45-4
references to Topic 326. 45-4A

Financial Services— 948-310 Amendment conforms terminology to match 30-1

Mortgage Banking— CECL guidance and supersedes impairment 30-4

Receivables guidance with Topic 326. 35-1 thru 3
35-5

35-5A

50-1

Health Care Entities— 954-225 Amendment replaces impairment reference with 45-8

Income Statement credit loss language.

Health Care Entities— 954-310 Amendment replaces uncollectible accounts 30-1

Receivables guidance with credit loss guidance. 35-1

Not-for-Profit 958-320 Amendment replaces impairment guidance with 55-5

Entities— credit loss guidance.

Investments—Debt

and Equity Securities

Not-for-Profit 958-325 Amendment replaces impairment guidance with 30-1

Entities— credit loss guidance. -1

Investments—Other

Real Estate—Time- 978-310 Amendment replaces uncollectible accounts 35-5

Sharing Activities— guidance with credit loss guidance. 35-6

Receivables
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ASU 2018-19 Codification Improvements to Topic 326,
Financial Instruments—Credit Losses
Topic Codification Abbreviated Summary of Change Related Paragraphs

Financial 326-10 Extends effective date of CECL from 2020 to 65-1

Instruments—Credit 2021.

Losses—Overall

Financial 326-20 Add clarification that operating lease receivables 15-3

Instruments—Credit are in scope of Topic 842.

Losses—Measured at

Amortized Cost

Various Various Amend the transition dates of all pending content Various
paragraphs that link to transition guidance
paragraph 326-10-65-1 from 2020 to 2021.
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ASU 2019-04 Codification Improvements to Topics 326, 815, and 825

Topic Codification Abbreviated Summary of Change Related Paragraphs
Financial 326-20 The amendments related to accrued interest 30-5
Instruments—Credit & receivables provide an entity with the ability to 30-5A
Losses—Measured at 326-30 measure an allowance for credit losses on accrued 35-8A
Amortized Cost interest receivables separately from the allowance 45-5
& for credit losses on the other components of the 50-3A thru 3D
Financial amortized cost basis and to make certain
Instruments—Credit accounting policy elections and apply a practical 30-1A
Losses—Auvailable- expedient to operationalize the amendments in 30-1B
for-Sale Debt Update 2016-13. 35-13A
Securities 45-1

50-3A thru 4

Receivables—Overall 310-10 The amendments related to transfers between 35-47 thru 48B

& & classifications or categories for nonmortgage 45-2

Investments—Debt 320-10 loans and debt securities provide an entity with

Securities—Overall & guidance on how to account for the allowance for 35-10 thru 10B

& 326-20 credit losses or the valuation allowance when 35-15

Financial & transferring loans and debt securities. 35-16

Instruments—Credit 948-10 45-8B

Losses—Measured at 55-24

Amortized Cost 55-25

&

Financial Services— 35-7

Mortgage Banking—

Receivables 30-4
35-2A
35-5A

45-2
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ASU 2019-04 Codification Improvements to Topics 326, 815, and 825

Topic Codification Abbreviated Summary of Change Related Paragraphs
Financial 326-20 The amendments clarify that an entity should 30-1
Instruments—Credit & consider expected recoveries when measuring the 35-4
Losses—Measured at 326-30 allowance for credit losses by superseding the 35-5
Amortized Cost guidance in paragraphs 326-20-35-8 through 35-9 35-8
& that may have precluded an entity from 35-9
Financial considering recoveries when estimating expected 50-13
Instruments—Credit credit losses on financial assets measured at 55-52
Losses—Available- amortized cost basis. Additionally, the
for-Sale amendments clarify that expected recoveries of 35-12
Debt Securities amounts previously written off and expected to be 35-13

written off should be included in the valuation

account and should not exceed the aggregate of

amounts previously written off and expected to be

written off by the entity.
Receivables— 310-40 The amendment clarifies paragraph 310-40-55-14 55-14
Troubled Debt by removing the incorrect cross-reference to
Restructurings by paragraph 326-20-35-2 and, instead, properly
Creditors cross-referencing paragraphs 326-20-35-4

through 35-5, which require that an entity use 41

the fair value
Investments—Equity 323-10 The amendment to paragraph 323-10-35-26 35-24
Method and Joint clarifies the guidance by including references to 35-26

Ventures—Overall

both Subtopic 326-20, Financial Instruments—
Credit Losses—Measured at Amortized Cost, and
Subtopic 326-30, Financial Instruments—Credit
Losses—Available-for-Sale Debt Securities, to
require the subsequent measurement of credit
losses on financial assets after the guidance on
equity method losses is applied.
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Topic Codification Abbreviated Summary of Change Related Paragraphs
Financial 326-20 The amendments clarify that reinsurance 05-1
Instruments—Credit recoverables that result from insurance 15-2
Losses—Measured at transactions that are within the scope of Topic
Amortized Cost 944, Financial Services—Insurance, are within

the scope of Subtopic 326-20 even if those

reinsurance recoverables are measured on a net

present value basis in accordance with Topic 944.
Financial 326-20 The amendments clarify the Board’s intent for 30-4
Instruments—Credit & how an entity should determine the effective
Losses—Measured at 326-30 interest rate and estimated expected future cash 35-11
Amortized Cost flows by removing the prohibition in the guidance
& and requiring that the projections used for
Financial determining the effective interest rate also be
Instruments—Credit used in determining the estimated expected future
Losses—Auvailable- cash flows. The amendments also clarify that if
for-Sale Debt an entity projects future interest rate
Securities environments when using a discounted cash flow

method to measure expected credit losses on

variable-rate financial instruments, then the entity

should adjust the effective interest rate to

consider the timing (and changes in the timing) of

expected cash flows resulting from expected

prepayments.
Financial 326-20 The amendments in paragraph 326-20-30-4A 30-4A
Instruments—Credit & permit an entity to make an accounting policy
Losses—Measured at 326-30 election to adjust the effective interest rate used 35-7A

Amortized Cost

&

Financial
Instruments—Credit

to discount expected cash flows of a financial
asset. The amendments also clarify that an entity
should not adjust the effective interest rate used
to discount expected cash flows for subsequent
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ASU 2019-04 Codification Improvements to Topics 326, 815, and 825

Topic

Codification

Abbreviated Summary of Change

Related Paragraphs

Losses—Available-
for-Sale Debt
Securities

changes in expected prepayments if the financial
asset is restructured in a troubled debt
restructuring.

Paragraph 326-30-35-7A was also amended to
allow an entity to make an accounting policy
election to adjust the effective interest rate used
to discount expected cash flows of a debt security
classified as available-for-sale

Financial
Instruments—Credit
Losses—Measured at
Amortized Cost

326-20

The amendments clarify the guidance and align
the measurement of credit losses using fair value
of collateral when foreclosure is probable and
when an entity elects the collateral-dependent
practical expedient by adding a requirement to
adjust the fair value of the collateral for estimated
costs to sell in paragraph 326- 20-35-4.
Additionally, the amendments clarify the
guidance that when an entity adjusts the fair value
of the collateral for the estimated costs to sell, the
estimated costs to sell should be undiscounted if
the entity intends to sell rather than operate the
collateral.

35-4
35-5

Derivatives and
Hedging—Hedging—
General

&

Derivatives and
Hedging—Fair Value
Hedges

815-20

815-25

The amendments clarify that an entity may
measure the change in fair value of a hedged item
using an assumed term only for changes
attributable to interest rate risk. They also clarify
that an entity may measure the change in the fair
value of the hedged item attributable to interest
rate risk using an assumed term when the hedged
item is designated in a hedge of both interest rate
risk and foreign exchange risk. In addition, the

25-12

35-13B
55-99
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ASU 2019-04 Codification Improvements to Topics 326, 815, and 825

Topic

Codification

Abbreviated Summary of Change

Related Paragraphs

amendments clarify that one or more separately
designated partial term fair value hedging
relationships of a single financial instrument can
be outstanding at the same time.

Derivatives and
Hedging—Fair Value
Hedges

815-25

The amendments clarify that an entity may, but is
not required to, begin to amortize a fair value
hedge basis adjustment before the fair value
hedging relationship is discontinued. They also
clarify that if an entity elects to amortize the basis
adjustment during an outstanding partial-term
hedge, the basis adjustment should be fully
amortized by the hedged item’s assumed maturity
date in accordance with paragraph 815-25-35-
13B.

35-9A

Derivative and
Hedging—Overall

815-10

The amendments clarify that an entity should
disclose available-for-sale debt securities at their
amortized cost and that fair value hedge basis
adjustments related to foreign exchange risk
should be excluded from the disclosures required
by paragraph 815-10-50-4EE.

4EE

Derivatives and
Hedging—Cash Flow
Hedges

815-30

The amendment clarifies that an entity should
consider the contractually specified interest rate
being hedged when applying the hypothetical
derivative method.

35-26

Derivative and
Hedging—Overall

&

Derivatives and
Hedging—Hedging—
General

815-10

815-20

The amendments clarify that a not-for-profit
entity that does not separately report earnings is
not permitted to elect the amortization approach
for amounts excluded from the assessment of
effectiveness under fair value hedge accounting.
The amendments also update the cross-references

15-1

15-1
25-12
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Topic

Codification

Abbreviated Summary of Change

Related Paragraphs

in paragraph 815-10-15-1 to further clarify the
scope of Topic 815, Derivatives and Hedging, for
entities that do not report earnings separately.

Derivatives and
Hedging—Hedging—
General

815-20

The amendments clarify that a private company
that is not a financial institution as described in
paragraph 942-320-50-1 should document the
analysis supporting a last-of-layer designation
concurrently with hedge inception. The
amendments also clarify that not-for-profit
entities (except for not-for-profit entities that
have issued, or are a conduit bond obligor for,
securities that are traded, listed, or quoted on an
exchange or an over-the-counter market) qualify
for the same 60 subsequent quarterly hedge
effectiveness assessment timing relief for which
certain private companies qualify in accordance
with paragraph 815-20-25-142.

25-139
25-143

Derivatives and
Hedging—Hedging—
General

815-20

The amendments clarify that the application of
the first payments-received cash flow hedging
technique to changes in overall cash flows on a
group of variable interest payments continues to
be permitted under Topic 815, Derivatives and
Hedging.

55-33G

Derivatives and
Hedging—Hedging—
General

815-20

The amendments clarify various provisions to the
amendments in Update 2017-12.

65-3
65-5

Investments—Debt
Securities—OQOverall
&

320-10
&
321-10

The amendments clarify the guidance in
paragraphs 320-10-15-3 and 321-10-15-3,
including adding health and welfare plans to the

15-3

15-3
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ASU 2019-04 Codification Improvements to Topics 326, 815, and 825

Topic Codification Abbreviated Summary of Change Related Paragraphs

Investments—Equity list of entities for which Topic 320,
Securities—Overall Investments—Debt Securities, does not apply.
Investments—Debt 320-10 The Board intended to eliminate all fair value 50-5
Securities—Overall & disclosures for financial assets measured at 50-5A
& 942-320 amortized cost basis for entities other than public
Financial Services— business entities through the amendments in 50-3
Depository and Update 2016-01. The amendments clarify the 50-3A
Lending— guidance in paragraph 320-10-50-5 by
Investments—Debt eliminating the requirement for entities other than
and Equity Securities public business entities to disclose aggregate fair

value of held-to maturity debt securities.
Investments—Equity 321-10 The amendments clarify that all adjustments 35-2
Securities—Overall made under the measurement alternative upon the 50-2B

identified remeasurement events should be

accounted for in accordance with Topic 820.
Foreign Currency 830-10 The amendments clarify that an entity is required 45-18
Matters—Overall & to follow paragraph 830-10-45-18 for equity
& 825-10 securities without readily determinable fair values 65-5
Financial accounted for under the measurement alternative
Instruments—Overall in accordance with paragraph 321-10-35-2.

Paragraph 830-10-45-18 requires remeasurement

at historical exchange rates. The amendments to

paragraph 830-10-45-18(a)(1) and (a)(2) are not

intended to change items that should be

remeasured at historical exchange rates.
Financial 326-20 The amendments require an entity to present the 50-6A
Instruments—Credit amortized cost basis of line-of-credit 50-7
Losses—Measured at arrangements that are converted to term loans in a 55-79

Amortized Cost

separate column, as illustrated in Example 15.
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Topic Codification Abbreviated Summary of Change Related Paragraphs
Financial 326-20 The amendments clarify that an entity should 30-6
Instruments—Credit & consider extension or renewal options (excluding
Losses—Measured at 326-10 those that are accounted for as a derivative in 65-1
Amortized Cost Topic 815) that are included in the original or 65-2
& modified contract at the reporting date and are not

Financial unconditionally cancellable by the entity.

Instruments—Credit
Losses—Overall
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ASU 2019-11 Codification Improvements to Topic 326,
Financial Instruments—Credit Losses

Topic

Codification

Abbreviated Summary of Change

Related Paragraphs

Financial
Instruments—Credit
Losses—Measured at
Amortized Cost

326-20

The amendment intends to clarify that
expected recoveries of amounts previously
written off and expected to be written off
should be included in the valuation account
and should not exceed the aggregate of
amounts previously written off and expected
to be written off by an entity. In addition, the
amendments clarify that when a method other
than a discounted cash flow method is used to
estimate credit losses, expected recoveries
should not include any amounts that result in
an acceleration of the noncredit discount;
however, an entity may include increases in
expected cash flows after acquisition

30-13 and 30-13A
55-86 thru 90

Financial
Instruments—Credit
Losses—Overall

326-10

The Board did not intend to introduce
significant operational complexities when
measuring expected credit losses on
preexisting troubled debt restructurings. As a
result. the amendment allows entities an
accounting policy election to calculate the
prepayment-adjusted effective interest rate on
preexisting troubled debt restructurings using
the prepayment assumptions that exist as of
the date that an entity adopts the amendments
in Update 2016-13, instead of the
prepayment-adjusted effective interest rate
immediately before the restructuring date.

65-1
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Financial Instruments—Credit Losses

Topic Codification Abbreviated Summary of Change Related Paragraphs
Investments—Debt 320-10 The amendment provides a practical 50-2A
and Equity expedient that allows an entity to exclude 50-5C
Securities—Overall accrued interest receivable balances from the

disclosure requirements in paragraphs 326-

20-50-4 through 50-22 and 326-30-50-4

through 50-10. The amendments in this

Update extend the disclosure relief for

accrued interest receivable balances as

permitted in Update 2019-04 to certain other

Topics in the Codification.
Financial 326-20 The amendment clarifies that an entity should 35-6
Instruments—Credit reasonably expect the borrower to continually
Losses—Measured at replenish collateral securing the financial
Amortized Cost asset(s) in accordance with the contractual

terms of the financial asset to apply the

practical 15 expedient. An entity is not

required to consider remote scenarios in

making this determination.
Business 805-20 The amendment clarifies paragraph 805-20- 50-1
Combinations— & 50-1 by removing the cross reference to
Identifiable Assets and 326-10 Subtopic 310-30, Receivables—Loans and 65-4

Liabilities, and Any
Noncontrolling Interest
&

Financial
Instruments—Credit
Losses—Overall

Debt Securities Acquired with Deteriorated
Credit Quality, which was superseded by
Update 2016-13. The amendment instead
correctly cross-references the guidance for
purchased financial assets with credit
deterioration in Subtopic 326-20.
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ASU 2020-03 Codification Improvements to Financial Instruments
Topic Codification Abbreviated Summary of Change Related Paragraphs
Financial 825-10 Amendment clarifies that because financial 50-23A
Instruments—Overall assets and financial liabilities on which the 65-7
fair value option have been elected are
measured at fair value and not at amortized
cost basis, all entities are subject to the fair
value option disclosures in paragraphs 825-
10-50-24 through 50-32.
Fair Value 820-10 The amendments clarify the applicability of 35-2A
Measurement—Overall the portfolio exception in Subtopic 820-10, 35-18L
Fair Value Measurement—Overall, to
nonfinancial items accounted for as
derivatives under Topic 815, Derivatives
and Hedging.
Financial Services— 942-320 The amendments on certain disclosures for 50-1
Depository and & depository and lending institutions clarify 50-3
Lending— 825-10 that the disclosure requirements in 50-3A
Investments—Debt and paragraphs 320-10-50-3 and 320-10-50-5
Equity Securities through 50-5C apply to the disclosure 65-5
& requirements in paragraphs 942-320-50-3
Financial through 50-3A.
Instruments—Overall
Debt—Modifications 470-50 The amendments clarify that paragraphs 40-17
and Extinguishments 470-50-40-17 through 40-18, which 40-18
describe the accounting for fees between the 40-21
debtor and creditor and third-party costs,
respectively, directly related to exchanges
or modifications of debt instruments,
reference paragraph 470-50-40-21 for the
accounting for modifications to or
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ASU 2020-03 Codification Improvements to Financial Instruments

Topic Codification Abbreviated Summary of Change Related Paragraphs
exchanges of line-of-credit or revolving-
debt arrangements.
Fair Value 820-10 The amendment clarifies that the disclosure 50-2
Measurement—Overall requirements in paragraph 820-10-50-2 do not
apply to entities using the net asset value per
share (or its equivalent) practical expedient.
Financial Instruments— 326-20 The amendments align the contractual term to 30-6A
Credit Losses— & measure expected credit losses for a net 55-8
Measured at Amortized 326-10 investment in a lease under Topic 326 to be
Cost consistent with the lease term determined under 65-4
& Topic 842.
Financial Instruments—
Credit Losses—Overall
Transfers and 860-20 The amendments relate to the interaction of the 25-13

Servicing—Sales of
Financial Assets

guidance in Topic 326 and Subtopic 860-20,

Transfers and Servicing—Sales of Financial

Assets. The amendments to Subtopic 860-20
clarify that when an entity regains control of
financial assets sold, an allowance for credit

losses should be recorded in accordance with
Topic 326.

https://naiconline.sharepoint.com/sites/naicsupportstafthub/member meetings/e cmte/apptf/2024springnm/summary and minutes/sapwg/att 1¢2_23-24 - asu 2016-13 - cecl.docx
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Interpretation of the
Statutory Accounting Principles (E) Working Group

INT 23-04: Scottish Re Life Reinsurance Liquidation Questions

INT 23-04 Dates Discussed
October 23, 2023; October 24, 2023; December 1, 2023; January 10, 2024

INT 23-04 References

Current:
SSAP No. 61R—Life, Deposit-Type and Accident and Health Reinsurance

INT 23-04 Issue

Background:

1. Liquidations of U.S. licensed reinsurers are uncommon. Due to a 2023 liquidation order of a U.S.-
based life reinsurer, life industry cedents have requested an interpretation to address the accounting and
reporting for reinsurance receivables from the reinsurer’s estate. This interpretation is intended to be applied
generically; however, the following circumstances are relevant to the accounting issues identified.

a. The recent liquidation order was for Scottish Re, a U.S. life reinsurance entity, which was
in regulatory supervision for several years.

b. The life reinsurer was not assuming new business but was receiving ongoing premium on
yearly renewable contracts.

c. The 2023 liquidation order cancelled reinsurance contracts on a cut-off basis, effective
September 30, 2023.

d. Settlement from the reinsurer’s estate is expected to exceed one year.

e. Settlement from the reinsurer’s estate to the ceding entities is expected to be less than
100%. That is, cedents are expected to receive a portion of what they are owed.

f. Some ceding insurers established trusts to hold assets backing the reserves under the
reinsurance agreements.

Interpretation Discussion

2. This interpretation is applicable only to the accounting and reporting of reinsurance recoverables
from Scottish Re, a U.S.-based life reinsurer in liquidation. The Statutory Accounting Principles (E)
Working Group consensuses to the noted issues are included below.

Issue 1 — Commutation or Recapture of a Life Reinsurance Contract

3. If a liquidation order cancels a life reinsurance contract on a cut-off basis, should the life
reinsurance commutation guidance in Statement of Statutory Accounting Principles (SSAP) No. 61 R—Life,
Deposit-Type and Accident and Health Reinsurance be used as the primary accounting guidance for the
commutation?
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4. Yes. SSAP No. 61R, paragraph 58, provides the primary guidance for a life reinsurance
commutation. The guidance provides that:
Recaptures and Commutations
58. A recapture or a commutation of a reinsurance agreement is a transaction which results in

the complete and final settlement and discharge of all present and future obligations between the
parties arising out of the agreement or a portion of the agreement. Commuted and recaptured
balances shall be accounted for by writing them off through the accounts, exhibits and schedules
in which they were originally recorded. The assumed reserves and reserve credits taken are
eliminated by the reinsurer and ceding entity, respectively. The reinsurer and ceding entity must
also make any required IMR liability adjustment changes. Any net gain or loss is reported in the
summary of operations.

Issue 2 — Impairment of Reinsurance Recoverables

5. The reinsurer that was previously in regulatory supervision and is now in liquidation was known
to have financial difficulties and many ceding entities have either established valuation allowances and/or
written off reinsurance recoverables as impairment losses. Questions have been received in response to the
diversity in practice on whether the ceding entities were reporting impairment losses or were reporting a
valuation allowance on all categories of their expected reinsurance recoverables from the reinsurer which
is now in liquidation.

6. Do reporting entities have the choice of setting up a valuation allowance or applying the impairment
guidance in SSAP No. 61R to the reinsurance recoverables from the life reinsurer in liquidation?

7. No. Reporting entities do not have a choice of a valuation allowance or applying impairment
analysis. SSAP No. 61R, paragraph 42, requires impairment analysis of uncollectible reinsurance amounts
in accordance with SSAP No. SR—Liabilities, Contingencies and Impairments of Asset. The guidance
requires that impaired amounts shall be written off through a charge to the Statement of Operations utilizing
the same accounts which established the reinsurance recoverables. SSAP No. 5R and SSAP No. 61R do not
permit a valuation allowance.

8. The liquidation order of a reinsurer should prompt an impairment analysis of all amounts
recoverable from the reinsurer with a write-off of amounts not expected to be recovered.

9. The impairment analysis shall be updated at every reporting date.
Issue 3 — Reporting of Reinsurance Recoverables

10. The liquidation order results in a commutation and recapture of business for the ceding entity. A
liquidation will determine the reinsurer’s estate assets, then determine payments based on liquidation
priority. This will result in a delay in settlement from the estate of the reinsurer. As previously detailed, the
amounts paid by the estate shall be impaired to the amount expected to be received by the ceding entities.

11. Where shall the ceding entity report the remaining receivables for the reinsurer’s estate?

12. In accordance with the recapture and commutation guidance in SSAP No. 61R, paragraph 58
(quoted above), the ceding entity shall remove balances through the schedules and exhibits originally
reported. No reserve credit or contra-liabilities shall be reported. The reinsurance reserve credits shall be
removed. Gains or losses are reported in the summary of operations.
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13. Based on preliminary information received, it is expected that there will be an amount receivable
for paid claims incurred before the reinsurance contract cancellation. This amount shall be reported on the
asset page line 16.1 - Amounts Recoverable from Reinsurers.

14. Amounts recoverable from the reinsurer’s estate for claims incurred before the reinsurance contract
cancellation and unpaid as of the reporting date shall be reported on the asset page line 16.3 - Other Amounts
Receivable Under Reinsurance Contracts.

15. If the ceding entity owes amounts to the reinsurer’s estate, the amounts shall be reported as a
liability on line 9.3 - Other Amounts Payable on Reinsurance.

16. After impairing the recoverables, any other amount expected to be recovered from the reinsurer’s
estate shall be reported on line 25 Aggregate Write-ins for Other Than Invested Assets.

Issue 4 — Admissibility of Reinsurance Recoverables

17. As noted above, quarterly impairment analysis of collectability is required. After evaluating for
impairment, if there are remaining receivables from the reinsurer’s estate, do those assets qualify as
admitted reinsurance recoverable assets?

18. Reinsurance recoverables from Scottish Re in liquidation are admitted as follows:

a. The reinsurance recoverable amount from Scottish Re from paid claims incurred prior to
the reinsurance contract cancellation which are reported on the asset page line 16.1 -
Amounts Recoverable from Reinsurers which are not in dispute are admitted after
impairment review.

b. To the extent reinsurance amounts recoverable are secured by assets in an Appendix A-
785 - Credit for Reinsurance compliant trust, such recoverable amounts may be admitted
to the extent the that the amounts are not in dispute and that the collateral in an Appendix
A-785 compliant trust is sufficient.

19. Other reinsurance recoverables, which are not identified as admitted assets in paragraph 18 are
nonadmitted until received. This includes amounts either in dispute or not secured by collateral in a trust
that is compliant with Appendix A-785.

Issue 5 — Disclosures

20. Do the relevant disclosures in SSAP No. 61R and other relevant SSAPs apply to a commuted life
reinsurance contract which has not been fully settled due to a liquidation?

21. Yes. The relevant disclosures in SSAP No. 61R and other relevant SSAPs continue to apply to a
life reinsurance contract which is commuted and recaptured due to a liquidation. These disclosures include
but are not limited to the disclosures regarding commutation, uncollectible reinsurance and anything else
that is required.

22. Disclosure in the reinsurance notes to the financial statements shall include additional information

necessary to obtain an understanding of the impact of Scottish Re reinsurance counterparties in liquidation,
including but not limited to, reinsurance payable liabilities, reinsurance recoverables by paid claims and
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other amounts, information regarding the status of any collateral and its fair value. Where applicable,
reporting entities should disclose any individual components (e.g., unreimbursed claims or provisions for
future losses) of recoverable amounts that are presented in the aggregate on the financial statements. The
disclosure shall include measurement, impairment and collectability of any reinsurance recoverables
including timing of expected payments and nonadmitted amounts.

INT 23-04 Summary

23. Although readers should refer to the detailed guidance above, a summary of the key provisions is
as follows:
a. Issue 1 — Commutation or Recapture of a Life Reinsurance Contract: Follow SSAP No.

61R, paragraph 58, as it provides primary recapture and commutation guidance.

b. Issue 2 — Impairment of Reinsurance Recoverables: SSAP No. 61R paragraph 42, requires
impairment of uncollectible reinsurance in accordance with SSAP No. 5R.

c. Issue 3 — Reporting of Reinsurance Recoverables: Follow the recapture and commutation
guidance in SSAP No. 61R, then analyze for impairment. Report reinsurance payables
separate from reinsurance recoverables. Amounts related to paid and unpaid claims
incurred prior to reinsurance contract cancellation are reported on asset page line 16.1 -
Amounts Recoverable from Reinsurers and asset page line 16.3 - Other Amounts
Receivable Under Reinsurance Contracts, respectively. Any remaining reinsurance
recoverables from the reinsurance counterparty after impairment assessment shall be
reported on the asset page line 25 Aggregate Write-ins for Other than Invested Assets.

d. Issue 4 — Admissibility of Reinsurance Recoverables: Admit amounts related to claims
incurred prior to contract cancellation which have been paid by the reporting entity as of
the reporting date (reported on asset page line 16.1 - Amounts Recoverable from
Reinsurers) which are not in dispute after impairment review. Admit reinsurance
recoverables which are not in dispute, and which are secured by collateral in an A-785
compliant trust. Nonadmit all amounts recoverable from a life reinsurer in liquidation
which are either in dispute or which are not secured by collateral in a trust compliant with
Appendix A-785.

e. Issue 5 — Disclosures: Follow existing applicable disclosures and provide additional
information sufficient to understand the nature and impact of a reinsurance counterparty in
liquidation as described in paragraph 22.

INT 23-04 Status

24. The consensuses in this interpretation were adopted on January 10, 2024, with an effective date of
reporting periods on or after December 31, 2023.

25. No further discussion is planned.

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/sapwg/att
1c3_int 23-04 life re liq 1-10-24 final.docx
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MEMORANDUM

TO: Dale Bruggeman, Chair of the Statutory Accounting Principles (E) Working Group
Kevin Clark, Vice Chair of the Statutory Accounting Principles (E) Working Group

FROM: Fred Andersen, Chair of the Valuation Analysis (E) Working Group
Rachel Hemphill, Vice Chair of the Valuation Analysis (E) Working Group

DATE: December 18, 2023

RE: Referral on Appendix A-791 Section 2.c Q&A

The purpose of this referral is to ask the Statutory Accounting Principles (E) Working Group (SAPWG) to consider
making a clarifying edit to A-791, Life and Health Reinsurance Agreements, Section 2.c Q&A.

The Valuation Analysis (E) Working Group (VAWG) recommends that SAPWG remove the first sentence from the
answer to A-791 Section 2, paragraph c’s Q&A (shown as underlined and bolded text below):

Q - If group term life business is reinsured under a YRT reinsurance agreement (which includes
risk-limiting features such as with an experience refund provision which offsets refunds against
current and/or prior years’ losses (i.e., a “loss carryforward” provision), under what circumstances
would any provisions of the reinsurance agreement be considered “unreasonable provisions which
allow the reinsurer to reduce its risk under the agreement” thereby violating subsection 2.c.?

A — 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. So long as the reinsurer cannot charge
premiums in excess of the premium received by the ceding insurer under the provisions of the YRT
reinsurance agreement, such provisions would not be considered unreasonable. Any provision in
the YRT reinsurance agreement which allows the reinsurer to charge reinsurance premiums in
excess of the proportionate premium received by the ceding insurer would be considered
unreasonable. The revisions to this QA regarding group term life yearly renewable term agreements
is effective for contracts in effect as of January 1, 2021.

Washington, DC 444 North Capitol Street NW, Suite 700, Washington, DC 20001-1509 p|202 471 3990
Kansas City 1100 Walnut Street, Suite 1500, Kansas City, MO 64106-2197 p| 816842 3600
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First, this sentence is unnecessary, as it is an aside in a discussion about group term life. More importantly, this
statement is being misinterpreted as supporting the use of Commissioner’s Standard Ordinary (CSO) rates as a
“safe harbor,” at or below which YRT rates would be automatically considered not to be excessive.

The 791 section 2c QA guidance does not provide a safe harbor based on CSO. It indicates that if the YRT
reinsurance premium is higher than the proportionate underlying direct premium for the risk reinsured, then the
reinsurance premium is excessive. VAWG observes that the prudent mortality under the Valuation Manual,
Section 20: Requirements for Principle-Based Reserves for Life Products (VM-20), may appropriately be either
higher or lower than the CSO rate depending on the facts and circumstances.

Cc: Jennifer Frasier, Julie Gann, Robin Marcotte, Jake Stultz, Jason Farr, Wil Oden

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member%20Meetings/E%20CMTE/APPTF/2024SpringNM/summary%20and%20minutes/
SAPWG/Att%201C4_VAWG%20Referral%20t0%20SAPWG%20Re%20A-791%20Section%202.c%20QA.pdf
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MEMORANDUM

TO: Dale Bruggeman, Chair of the Statutory Accounting Principles (E) Working Group
Kevin Clark, Vice Chair of the Statutory Accounting Principles (E) Working Group (SAPWG)

FROM: Fred Andersen, Chair of the Valuation Analysis (E) Working Group
Rachel Hemphill, Vice Chair of the Valuation Analysis (E) Working Group (VAWG)

DATE: December 18, 2023

RE: Referral on Reinsurance Risk Transfer and Reserve Credit

VAWG has identified that issues arise when evaluating reinsurance for risk transfer in accordance with SSAP No.
61R—Life, Deposit-Type and Accident and Health Reinsurance, when treaties involve more than one type of
reinsurance, and there is interdependence of the types of reinsurance, including but not limited to an
experience refund that is based on the aggregate experience. In such cases, VAWG regulators find that these
types of reinsurance must be evaluated together and cannot be evaluated separately for the purpose of risk
transfer. For example, where a treaty includes coinsurance and YRT with an aggregate experience refund and
the inability to independently recapture the separate types of reinsurance, it is not adequate to separately
review the coinsurance and YRT pieces of the transaction for risk transfer. The treaty as a whole is non-
proportional. This complexity is not immediately apparent to the regulatory reviewer, and it is important that
this issue be raised broadly, so that individual state regulators are aware. Individual regulators are encouraged
to contact VAWG if they would like additional perspective when reviewing such treaties.

Generally, VAWG regulators observe that some companies are reporting an overstated reserve credit due to a
bifurcated risk transfer analysis. Specifically, some companies reported a proportional reserve credit for a
coinsurance component, despite in aggregate the reinsurer only being exposed to loss in tail scenarios. From an
actuarial perspective, there is consensus among VAWG members that it is not appropriate for a ceding company
to take a proportional reserve credit that reflects the transfer of all actuarial risks when not all actuarial risks are
transferred.

VAWG recommends that SAPWG discuss this issue, to 1) increase familiarity with the issue and 2) consider
whether any clarifications to risk transfer requirements is appropriate.

Cc: Jennifer Frasier, Julie Gann, Robin Marcotte, Jake Stultz, Jason Farr, Wil Oden

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member%20Meetings/E%20CMTE/APPTF/2024SpringNM/summary%20and%20minutes/
SAPWG/Att%201C5_VAWG%20Referral%20to%20SAPWG%20Re%20Reinsurance%20for%20Risk%20Transfer%20and%20Reserve%20Credit.pdf

Washinaton. DC 444 North Capitol Street NW. Suite 700. Washinaton. DC 20001-1509 o 1202 471 3990
Kansas Citv 1100 Walnut Street. Suite 1500. Kansas Citv. MO 64106-2197 o816 842 3600
New York One New York Plaza. Suite 4210. New York. NY 10004 o 1212 398 9000

© 2024 National Association of Insurance Commissioners 1 www.naic.org



Attachment One-D
Accounting Practices and Procedures (E) Task Force
Statutory Accounting Principles (E) Working Group 3/17/24
Spring National Meeting
Comment Letters Received

TABLE OF CONTENTS

PAGE

COMMENTER / DOCUMENT REFERENCE

Comment Letters Received for Items Exposed for the Spring National Meeting

Interested Parties — February 9, 2024

o Ref#2022-14: New Market Tax Credits

o Ref#2023-25: ASU 2023-03—Amendments to SEC Paragraphs

o Ref#2023-27: ASU 2023-04—Amendments to SEC Paragraphs Pursuant to SEC Staff
Accounting Bulletin No. 121 2.7

o Ref#2023-29: IMR / AVR Preferred Stock

o Ref#2023-30: Admissibility Requirements of Investments in Downstream Holding
Companies

o Ref#2023-31: Updates from Model 630 Mortgage Guaranty Insurance

o Ref#2024-01: Bond Definition — Debt Securities Issued by Funds

PineBridge Investments — February 9, 2024

o Ref#2024-01: Principles-Based Bond Definition — Debt Securities Issued by Funds 8
Interested Parties — March 7, 2024

o Ref#2019-21: SSAP No. 21R—Principles-Based Bond Project ?
Interested Parties — February 8, 2024
Ref #2022-12: Review of INT 03-02: Modification to an Existing Intercompany Pooling 12

Arrangement

© 2024 National Association of Insurance Commissioners 1




Attachment One-D
Accounting Practices and Procedures (E) Task Force

3/17/24
D. Keith Bell, CPA Rose Albrizio, CPA
Senior Vice President Vice President
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Email: d.keith.bell@travelers.com

February 9, 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 during the NAIC
National Meeting in Orlando with Comments due February 9

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).

Ref #2022-14: SSAP No. 21 — New Market Tax Credits

The Working Group exposed, through an e-vote, further revisions to SSAP No. 93R and SSAP
No. 94R as part of the New Market Tax Credits project. Revisions to SSAP Nos. 34, 93R, and
94R included minor consistency and clarifying revisions and one notable revision to SSAP No.
93R. That revision was made in response to concerns raised by interested parties over the
paragraph 18 admittance test (now referred to as the Prospective Utilization Assessment). The
Prospective Utilization Assessment was revised to remove the initial assessment of the current
portion of unallocated tax credits and replaced with language that required companies to perform
the Prospective Utilization Assessment only if certain conditions exist. The drafts with these
revisions were exposed with an accelerated comment period of February 9, 2024, to allow the
Working Group the opportunity to adopt Ref #2022-14 at the Spring National Meeting.

Interested parties appreciate the opportunity to comment on the revisions exposed by the
Working Group for SSAP No. 93 - Low Income Housing Tax Credit Property Investments and
SSAP No. 94 - Transferable and Non-Transferable State Tax Credits. We agree with the
proposals and the most recent changes that were made in response to interested parties’
feedback.
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We understand that the Working Group would like feedback on the reporting categories that
should be used to report tax credit investments in Schedule BA once the SSAP No. 93 changes
are adopted. We have the following suggestions and comments with item No. 5 below
addressing an inconsistency noted in the standard and not related to reporting categories:

1. Currently, Schedule BA has reporting sections for Guaranteed, Non-Guaranteed, and All
Other Low Income Housing Tax Credit (LIHTC) investments. The RBC charges are
driven by these categories and are 0.14%, 2.6%, and 15%, respectively. One suggestion
could be to keep the same categories but remove all references to LIHTC tax credit
investments if the expectation is that the RBC charges will remain the same regardless of
tax credit program type.

2. Another suggestion is to keep the same categories, but to have two separate sections in
each category, for debt and equity investments since the standard now scopes in all tax
credit investments regardless of whether they are in debt or equity form. Since these
investments are of high credit quality regardless of program, interested parties would
expect that the RBC charges would stay the same as currently reported for LIHTC
investments (as detailed in No. 1). We are happy to have further discussions on this topic
understanding that it is not the Working Group, but rather Capital Adequacy that would
make the ultimate decisions related to the RBC charge for these investments.

3. Another item to consider is that some tax credit investments in debt security form receive
an NAIC designation from the SVO. Whether a specific reporting category will be
needed for these investments depends on decisions made regarding RBC charges for
these investments and whether they will be the same as they are currently for LIHTC
investments. Therefore, interested parties would need more information on the expected
RBC framework in order to provide more concise feedback on the appropriate reporting
lines.

4. Interested parties also noted that the current annual statement instructions for LIHTC
investments may need some clarity as there is diversity in interpretation as to what the
instructions require. For example:

a. Under the non-guaranteed section, there is a reference to “level of leverage below
50%”. It is not clear why this requirement is included and whether this
requirement is for the insurer to determine whether debt in the structure is below
50% of the total capitalization of the entity or how to classify the investment for
accounting and reporting if leverage is higher than 50%. Interested parties note
this requirement is not included in SSAP No. 93 and currently resides only in the
Annual Statement instructions.

b. The “all other” category refers to non-qualifying LIHTC investments. Interested

parties are not clear on what non-qualifying means. It may be helpful to include a
definition of non-qualifying and ensure it is reflected in SSAP No. 93 as opposed
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to residing solely in the annual statement instructions. If non-qualifying relates to
an investee’s qualifications to receive expected tax credits, then reporting entities
will probably have to go to paragraph 28 to do an impairment analysis if the
investee no longer qualifies and therefore, the tax credits will not emerge.
However, paragraph 3 states that any investments that do not fall in the scope of
SSAP No. 93 are to be accounted and reported consistent with the SSAP that
addresses their underlying investment structure. If that is the case, then “non-
qualifying” investments would not be reported in this section of Schedule BA and
removal of the category may need to be considered.

5. Paragraphs 8 and 10 of the SSAP No. 93 exposure state that any expected residual value
is to be excluded from the value of the investment that is amortized under the
proportional amortization method. However, example 2 states that there is a residual
value of $1 thousand, but the full investment of $100 thousand is being amortized. If the
intent is to exclude residual value from the balance that is to be amortized, we suggest
that the example be modified to reflect this requirement.

Ref #2023-25: ASU 2023-03—Amendments to SEC Paragraphs

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification and exposed revisions to Appendix D—Nonapplicable GAAP Pronouncements to
reject ASU 2023-03—Amendments to SEC Paragraphs as not applicable for statutory accounting.

Interested parties have no comment on the Working Group’s exposed revisions.

Ref #2023-27: ASU 2023-04—Amendments to SEC Paragraphs Pursuant to SEC Staff
Accounting Bulletin No. 121

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification and exposed revisions to Appendix D—Nonapplicable GAAP Pronouncements to
reject ASU 2023-04—Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting
Bulletin No. 121 as not applicable for statutory accounting.

Interested parties have no comment on the Working Group’s exposed revisions.

Ref #2023-29: IMR / AVR Preferred Stock

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification and exposed revisions to the annual statement instructions to remove the guidance
that directs all preferred stock to be allocated between IMR/AVR based on NAIC designation,
and clarify that perpetual preferred stock, which includes SVO-Identified Preferred Stock (ETFs)
shall be reported as equities through AVR.

Interested parties agree with the exposure but also question whether mandatorily redeemable
preferred stock should be treated similarly.
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Ref #2023-30: Admissibility Requirements of Investments in Downstream Holding
Companies

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification, and exposed consistency revisions to SSAP No. 97—Subsidiary, Controlled and
Affiliated Entities to revise paragraph 24 language to better align it with the existing guidance
provided in paragraphs 26 and 27.

Interested parties note that paragraph 24 references paragraph 23, and paragraph 23 addresses the
admissibility requirements of the downstream holding company and its SCA entities. As a
result, we recommend that the proposed wording be modified slightly as follows:

“If the downstream noninsurance holding company does not meet the requirements of
paragraph 26, audited GAAP financial statements, as described in paragraph 23, are
required for-the dewnstream noninsurance holding company-and-its SCA-and-ne
SCA investments in order for the investment in the downstream noninsurance holding
company er-individual SCAs to be classified as an admitted asset.”

Ref #2023-31: Updates from Model 630 Mortgage Guaranty Insurance

The Working Group moved this agenda item to the active listing, categorized as a SAP
clarification and exposed their intent to review the revisions to the Mortgage Guaranty
Insurance Model Act (#630) for incorporation into SSAP No. 58 and Appendix A-630 as
applicable. The Working Group also requested comments on the proposed effective date of the
AP&P updates.

Interested parties have no comments on this item.
Ref #2024-01: Bond Definition — Debt Securities Issued by Funds

This agenda item has been developed to clarify guidance in the principles-based bond definition
on the treatment on debt securities issued by funds, particularly to eliminate inconsistent
application between similar funds and to better align with the recently adopted definition of
residual tranches. In the adopted bond definition, bonds issued by business development
corporations (BDCs), closed-end funds (CEFs), or similar operating entities are provided as
examples of issuer credit obligations (ICOs) when they are registered under the Investment
Company Act of 1940 (1940 Act). It has been noted that this guidance is inconsistent with the
stated intent of having the bond definition be principles-based as the registration of the fund
appears to be the basis of classification as an ICO vs ABS, rather than based on principles. It has
been noted that with the current guidance, two funds with issued debt that are virtually identical
can have separate SSAP classification of the debt securities (resulting with different
accounting/reporting) simply based on whether the fund is registered. Additionally, it would lead
to debt securities being classified inconsistently with their equity counterparts. In concept, there
should be consistency between the classification of a debt security as an asset-backed security,
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and the equity of that structure being classified as a residual interest. Using SEC-registration as
currently adopted would result in misalignment of these concepts.

Other changes captured within this agenda item propose to revise the principles-based bond
definition guidance to clarify that debt securities issued by funds representing operating entities
qualify as ICOs. This would allow consistent treatment of similar funds regardless of SEC
registration status. Guidance is also proposed to assist with distinguishing whether a fund
represents an operating entity or a securitization vehicle.

The original guidance, and the reference to the SEC registration, was an easy approach to
determine whether a debt security from a fund qualified as an ICO. This is because SEC
registered funds have leverage limits on how much debt can be issued. Although debt securities
issued from SEC registered CEFs and BDCs are still permitted as ICOs, the proposed edits
permit debt securities from non-registered funds to qualify as ICO if the funds are functioning as
operating entities and are not issuing securities for the primary purpose of raising debt capital.

Interested parties appreciate the overall goal behind the refinements proposed in the exposure to
provide consistency between funds, whether registered or not, for classification as ICOs.
Interested parties propose one small change to the new language included within paragraph 12.

12. Likewise, distinguishing between a fund that represents an operating entity and a
securitization vehicle that represents an ABS Issuer can involve similar ambiguity. Both
types of entities may hold only passive investments and issue debt securities for which
ultimate recourse upon default is to those investments. However, a clear distinction can
generally be made by evaluating the substance of the entity and its primary purpose:

a. A fund representing an operating entity has a primary purpose of raising equity
capital and generating returns to its equity investors. Marginal Prudent amounts
of debt may be issued to fund operations or produce levered returns to equity
holders. However, this is in service to meeting the fund's primary equity-investor
objective. For 1940-Act registered closed-end funds (CEFs) and business
development corporations (BDCs), debt securities issued from the fund in
accordance with permitted leverage ratios represent debt issued by operating
entities and qualify as issuer credit obligations.

b. In contrast, an ABS Issuer has a primary purpose of raising debt capital and its
structural terms and features serve to support this purpose. Perhaps most
distinctively, in addition to the characteristics detailed in Paragraph 8, the
contractual terms of the structure generally define how each cash flow generated
by the collateral is to be applied. There is generally little discretion afforded to
the manager/servicer of the vehicle and any discretion that is allowed is narrowly
defined in the contractual agreements. This hardwiring of debtholder protections
allows for the issuance of higher amounts of leverage than would be possible for
a fund representing an operating entity, further supporting the entity's primary
purpose of raising debt capital.
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Changing “marginal” to “prudent” may seem rather innocuous. However, marginal seemingly
connotes something very small, whereas prudent seems to be more in line with the spirit of the
principle-based language within paragraph 12. Interested parties believe with this slight change,
along with paragraph 12 and its primary purpose distinctions, the principle-based bond standard
will achieve the stated goal of consistency for like funds.

* * * *

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

Sincerely,

D. Keith Bell Rose Albrizio

cc: Interested parties
NAIC staff
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INVESTMENTS

Februrary 9, 2024
Dear Chair Bruggeman and members of the Statutory Accounting Principles (E) Working Group (“SAPWG”):

We appreciate the opportunity to comment on your exposure regarding clarifications to SSAP No. 26R on the
treatment of debt securities issued by funds.! We support your effort to “eliminate inconsistent application
between similar funds and to better align with the recently adopted definition of residual tranches through the
Bond Project.” We would like to share some facts to support the consistent statutory treatment for securities
issued by business development companies (BDCs), closed-end funds (CEFs), and private funds.

First, as you noted in the exposure memo, that substance over form is an important principle. Under SSAP No.
26R, operations such as BDCs and CEFs, regardless of being public (or listed) or private (or unlisted), their
debt issuances are treated as issuer credit obligation (ICOs). “Substance” rather than “form” dictates the ICO
designation of BDCs and CEFs.

Second, we see similar substance across BDCs, CEFs, and many private funds regarding the following:

o There is a related operating entity whose primary purposes are managing assets and raising capital.

e All have a well-defined and hard-wired payment priority in the legal documents. For example, in an
event of default, contractually BDCs and CEFs need to redeem senior debt first and then pay off
junior obligations. Furthermore, BDCs and CEFs often have additional asset coverage tests; and if a
coverage test is breached, mandatory redemption would take place such that senior debt is paid first to
de-lever the capital structure. This is also how the “hardwiring” works in many rated feeder funds.

o There is no special purpose vehicle (SPV) within a typical fund construct.

Finally, rating agencies’ private fund methodologies and analysis align with those for CEFs and corporate
bonds (both designated as ICO) in several ways:

e  Multiple rating agencies apply their CEF methodology to rate private funds.

e Rating levels and the amount of debt issued by these funds intend to right-size the risks embedded in
the investment vehicle, including but not limited to prudent leverage, portfolio mix, liquidity, legal
construction, and management quality.

o  Funds ratings typically do not carry a structured finance (SF) subscript and are generally assigned by
the Financial Institutions Group within rating agencies, not their structured finance team. An entity
level anchor rating is assigned first, and that is then notched up/down to reflect security level seniority
or structural subordination. Typically, rating agencies would rate no more than three-classes of debt
issued by a fund. This framework aligns well with how rating agencies analyze corporate bonds
overall.

In summary, we support private funds with prudent leverage to be designated as ICO, consistent with the
SSAP No. 26R classification for BDCs and CEFs.

Sincerely yours,
PineBridge Insurance Solutions and Strategies

1 SAPWG 2024-01, Bond Definition - Debt Securities Issued by Fund, https://content.naic.org/sites/default/files/inline-files/24-
01%20-%20PBBD%20-%20SEC%20Funds.docx
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March 7, 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 Ref #2019-21
Dear Mr. Bruggeman:

Interested parties appreciate the opportunity to comment on the following item that was exposed for
comment by the Statutory Accounting Working Group (the Working Group) on February 20" with
comments due March 7th.

Ref #2019-21: Exposed Revisions to SSAP No. 21R at SAPWG Meeting on Feb. 20, 2024

The Working Group exposed the following proposed changes to SSAP No. 21R, which resulted
from thoughtful consideration of the many comments interested parties had most recently
submitted:

1. Paragraphs 21, 22, 24 and 24: Minor clarifying/corresponding edits.

2. Paragraphs 28-29: Revisions bring in the adopted residual definition from SSAP No. 43R and
SSAP No. 48. The last sentence in paragraph 29 is new and specifically addresses residuals:
“Additionally, it would be expected that the equity position in an ABS Issuer, as defined in
SSAP 26R, would be classified as a residual tranche.”

3. Paragraph 30: Revisions eliminate the descriptions and SSAP locations for the definition of
residuals and specify that residuals, per the paragraph 28-29 definition, shall be accounted and
reported in accordance with the guidance in SSAP No. 21R.
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4. Paragraphs 31: Revisions replace “securitization” with “structure” to broadly reference all
residuals that could be captured within the guidance.

5. Paragraph 32: Revisions clarify that residuals shall either be accounted for 1) at the lower
amortized cost or fair value, with amortized cost calculated under the allowable earned yield
method, or 2) under the practical expedient method, which reflects a return of principal
concept.

6. Paragraphs 33 & 34: Revisions reflect terminology changes, to refer to the allowable earned
yield method as amortized cost rather than BACV.

7. Paragraph 34 (Deleted): Revisions eliminate the guidance that directed reclassification of
residual tranches to other SSAPs/reporting schedules in situations when residual tranches
cease to meet the definition of a residual tranche. (For example, in situations in which the
senior debt has been repaid.) It is not customary to reclassify investments under statutory
accounting principles, and in speaking with interested party representatives, any such
situations are likely not to be material and will not continue for extended periods of time. As
the reclassification would introduce a number of financial statement reporting questions (as
the residual would have to be disposed and then reacquired on the subsequent schedule) and
as investment classification generally only occurs at acquisition, the guidance has been
eliminated. With this deletion, if a residual is classified as a residual, it would remain with
that classification and follow the SSAP No. 21R guidance until it is disposed by the reporting
entity.

8. Paragraph 36: Revisions separate the OTTI calculation between those items measured at the
allowable earned yield method and those that follow the practical expedient. (The original
guidance would have required those companies that follow the practical expedient to calculate
the allowable earned yield for determining OTTI, which would defeat the purpose of selecting
the practical expedient.) Revisions then clarify terminology to reference amortized cost for
the allowable earned yield method and BACV for OTTI under the practical expedient.

9. Paragraph 37: Revisions incorporate transition guidance for residuals that were accounted for
under a different SSAP as of December 31, 2024. The transition guidance addresses situations
in which the residual was previously accounted for at the lower of amortized cost or fair value
as well as situations in which the residuals were previously accounted for at equity value or
fair value.

10. Paragraph 41: Revisions prescribe the Jan. 1, 2025, effective date, permitting early application
of the residual guidance.
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Interested parties recommend a couple of suggested edits as follows:

e The reference to line “a.” in paragraph 27 is repeated in the numbering, The reference in the
second line should be changed to “b.” and the remaining items following that line adjusted
accordingly.

e The phrase “... as the present value of cash flows expected to be collected is less than the
amortized cost basis of the securities” in line 27f should be deleted as it doesn’t add any
clarification but is confusing as to the intent.

Interested parties have no comment on the other changes made to SSAP No. 21.

* * * *

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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Interested parties’ comments on Ref #2202-12 updated 3-14-24
Shading in paragraph 12 is new
Statement of Statutory Accounting Principles No. 63
Underwriting Pools
STATUS

Type of Issue Common Area

Issued Initial Draft

Effective Date January 1, 2001

Affects No other pronouncements

Affected by No other pronouncements

Interpreted by INT 03-02

Relevant Appendix A Guidance None
STATUS 1
SCOPE OF STATEMENT 1
SUMMARY CONCLUSION 1
DDIISCIOSUIES ...ttt ettt ettt ettt et ettt et sb e et e bt sh e em e bt ea e em e e ebeeatesa e em e e b e sheemee st eaeent e bt eneeneeeneeneeees 3
Effective Date and TTanSItOMN ......coo.eeiieriiiieee ettt ettt ettt et et e bt e beesbeesaeeeaneenee 4
REFERENCES 4
REIeVANt ISSUC PAPETS ...oecviiiieiieiie ittt ettt ettt et e e teestaestaessbeasseesseessaessaesssessseessaessaesseesssenssennns 4
SCOPE OF STATEMENT
1. This statement establishes statutory accounting principles for underwriting pools and associations,
including intercompany pooling arrangements.
SUMMARY CONCLUSION
2. Underwriting pools and associations can be categorized as follows: (a) involuntary, (b) voluntary,

and (c) intercompany.
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Shading in paragraph 12 is new
3. Involuntary pools represent a mechanism employed by states to provide insurance coverage to those

with higher than average probability of loss who otherwise would be excluded from obtaining coverage.
Reporting entities are generally required to participate in the underwriting results, including premiums,
losses, expenses, and other operations of involuntary pools, based on their proportionate share of similar
business written in the state. Involuntary plans are also referred to as residual market plans, involuntary risk
pools, and mandatory pools.

4, Voluntary pools are similar to involuntary pools except they are not state mandated and a reporting
entity participates in the pool voluntarily. In addition, voluntary pools are not limited to the provision of
insurance coverage to those with higher than average probability of loss, but often are used to provide
greater capacity for risks with exceptionally high levels of insurable values (e.g., aircraft, nuclear power
plants, refineries, and offshore drilling platforms).

5. Intercompany pooling relates to business which is pooled among affiliated entities who are party
to a pooling arrangement.™T 302

6. Participation in a pool may be on a joint and several basis, i.e., in addition to a proportional share
of losses and expenses incurred by the pool, participants will be responsible for their share of any otherwise
unrecoverable obligations of other pool participants. In certain instances, one or more entities may be
designated as servicing carriers for purposes of policy issuance, claims handling, and general administration
of the pooled business, while in other cases a pool manager or administrator performs all of these functions
and simply bills pool participants for their respective shares of all losses and expenses incurred by the pool.
In either case, liabilities arising from pooled business are generally incurred on a basis similar to those
associated with non-pooled business, and should therefore be treated in a manner consistent with the
guidelines set forth in SSAP No. SR—Liabilities, Contingencies and Impairments of Assets.

7. Intercompany pooling arrangements involve establishment of a conventional quota share
reinsurance agreement under which all of the pooled business is ceded to the lead entity and then retroceded
back to the pool participants in accordance with their stipulated shares. Arrangements whereby there is one
lead company that retains 100% of the pooled business and all or some of the affiliated companies have a
0% net share of the pool may qualify as intercompany pooling. In these arrangements, only the policy
issuing entity has direct liability to its policyholders or claimants; other pool participants are liable as
reinsurers for their share of the issuing entity’s obligations. Although participants may use different
assumptions (e.g., discount rates) in recording transactions, the timing of recording transactions shall be
consistently applied by all participants.

Z.8. Insurance groups that utilize intercompany pooling arrangements often modify these arrangements
from time to time for various business reasons. These business reasons commonly include mergers,
acquisitions, dispositions, or a restructuring of the group’s legal entity structure. In order to effectuate a
relatively simple modification, such as changing pooling participation percentages without changing the
pool participants, companies often simply amend the existing pooling agreement. Alternatively, in order to
effectuate a more complex modification, such as changing (by adding or removing) the number of pool
participants, a company may commute the existing pooling agreement and execute a new pooling
agreement(s). In conjunction with executing the appropriate intercompany pooling agreements, a transfer
of assets and liabilities amongst the impacted affiliates may also be required in order to implement the new
pooling agreement(s). The following subparagraphs provide guidance specific to modifications of
intercompany pooling arrangements and shall not be applied to an analogous transaction or event.

a. The appropriate valuation basis to be used for assets and liabilities that are transferred
among _affiliates in conjunction with the execution of a new intercompany pooling
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agreement(s) that serves to substantively modify an existing intercompany pooling
arrangement is statutory book value for assets and statutory value for liabilities.

b. The net amount of the assets and liabilities being moved among entities as a result of a
modification to an intercompany pooling shall be used to settle the intercompany
payable/receivable (i.e., the assets that are transferred in conjunction with the modification)
to minimize the amount of assets transferred in the modification.

&9. Underwriting results relating to voluntary and involuntary pools shall be accounted for on a gross
basis whereby the participant’s portion of premiums, losses, expenses, and other operations of the pools are
recorded separately in the financial statements rather than netted against each other. Premiums and losses
shall be recorded as direct, assumed, and/or ceded as applicable. If the reporting entity is a direct writer of
the business, premiums shall be recorded as directly written and accounted for in the same manner as other
business which is directly written by the entity. To the extent that premium is ceded to a pool, premiums
and losses shall be recorded in the same manner as any other reinsurance arrangement. A reporting entity
who is a member of a pool shall record its participation in the pool as assumed business as in any other
reinsurance arrangement.

9:10.  Underwriting results relating to intercompany pools shall be accounted for and reported as
described in paragraph 8. While it is acceptable that intercompany pooling transactions be settled through
intercompany arrangements and accounts, intercompany pooling transactions shall be reported on a gross
basis in the appropriate reinsurance accounts consistent with other direct, assumed and ceded business.

11. Equity interests in, or deposits receivable from, a pool represent cash advances to provide funding
for operations of the pool. These are admitted assets and shall be recorded separately from receivables and
payables related to a pool’s underwriting results. Receivables and payables related to underwriting results
shall be accounted for in accordance with the guidance in paragraphs 6-8. If it is probable that these
receivables are uncollectible, any uncollectible amounts shall be written off against operations in the period
such determination is made. If it is reasonably possible a portion of the balance is uncollectible but is not
written off, disclosure requirements outlined in SSAP No. 5R shall be followed.

12. Note that other applicable reinsurance guidance from SSAP No. 6/ R—Life, Deposit Type and
Accident and Health Reinsurance or SSAP No. 62R—Property and Casualty Reinsurance, depending
on the type of business, applies to intercompany pooling arrangements and voluntary and involuntary
pools. This includes the SSAP No. 62R guidance in paragraphs 33 through 39 regarding retroactive
reinsurance.

Disclosures
10-13. If a reporting entity is part of a group of affiliated entities which utilizes a pooling arrangement
under which the pool participants cede substantially all of their direct and assumed business to the pool, the
financial statements shall include:
a. A description of the basic terms of the arrangement and the related accounting;
b. Identification of the lead entity and of all affiliated entities participating in the
intercompany pool (include NAIC Company Codes) and indication of their respective

percentage shares of the pooled business;

c. Description of the lines and types of business subject to the pooling agreement;
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d. Description of cessions to non-affiliated reinsurers of business subject to the pooling

agreement, and indication of whether such cessions were prior to or subsequent to the
cession of pooled business from the affiliated pool members to the lead entity;

e. Identification of all pool members which are parties to reinsurance agreements with non-
affiliated reinsurers covering business subject to the pooling agreement and which have a
contractual right of direct recovery from the non-affiliated reinsurer per the terms of such
reinsurance agreements;

f. Explanation of any discrepancies between entries regarding pooled business on the
assumed and ceded reinsurance schedules of the lead entity and corresponding entries on
the assumed and ceded reinsurance schedules of other pool participants;

g. Description of intercompany sharing, if other than in accordance with the pool participation
percentage, of the Aging of Ceded Reinsurance (Schedule F, Part 3) and the write—off of
uncollectible reinsurance;

h. Amounts due to/from the lead entity and all affiliated entities participating in the
intercompany pool as of the balance sheet date.

1. For modifications to an existing intercompany pooling arrangement that involve the
transfer of assets with fair values that differ from cost or amortized cost, the statement
value and fair value of assets received or transferred by the reporting entity.

+14. Refer to the Preamble for further discussion regarding disclosure requirements.
Effective Date and Transition

+2:15. This statement is effective for years beginning January 1, 2001. A change resulting from the
adoption of this statement shall be accounted for as a change in accounting principle in accordance with
SSAP No. 3—Accounting Changes and Corrections of Errors.

REFERENCES
Relevant Issue Papers

. Issue Paper No. 97—Underwriting Pools and Associations Including Intercompany Pools
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Spring National Meeting Adoption: This document represents the final adopted version of the revisions to
SSAP No. 34 and SSAP No. 48R. The changes shown to SSAP No. 48R have not been amended to reflect the
proposed formatting changes proposed in agenda item #2024-08: Consistency Revisions for Residuals.

Proposed revisions to SSAP No. 34—Investment Income Due and Accrued

SCOPE OF STATEMENT

1. This statement establishes statutory accounting principles for investment income due and accrued.
This statement does not address the accounting for tax credits allocated or purchased, which are discussed
in SSAP No. 93R—Investments in Tax Credit Structures and SSAP No. 94R—State and Federal Tax
Credits.

Proposed revisions to SSAP No. 48R—Joint Ventures, Partnerships and Limited Liability Companies

SCOPE OF STATEMENT

1. This statement establishes statutory accounting principles for investments in any joint ventures,
partnerships, and limited liability companies, including investments in certified capital companies
(CAPCO) per INT 06-02: Accounting and Reporting for Investments in a Certified Capital Company
(CAPCO), whether or not it is considered to be controlled by or affiliated with the reporting entity. Single
real estate property investments that are wholly-owned by an LLC that is directly and wholly-owned by the
reporting entity, and that meet the criteria established in SSAP No. 40R—Real Estate Investments, are
excluded from this statement. This statement does not address the accounting for investments in joint
ventures, partnerships, and aﬂd—hmlted 11ab111ty cornpames that invest in tax credit programs —that—and are
in the scope ofh

h&eem%ﬂe&&-ngia*@redﬂ—llmpem%s—&s—éseussed—m SSAP No. 93 R%ew—lneeme—Heng—T-aa&G#edﬁ
Property-tnvestmentsinvestments in Tax Credit Structures.

https://naiconline.sharepoint.com/sites/naicsupportstafthub/member meetings/e cmte/apptf/2024springnm/summary and minutes/sapwg/att
le_22-14c - updates to other ssaps.docx
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Note: The issue paper will include the final revisions made to SSAP No. 93—Low-Income Housing Tax
Credit Property Investments shown as tracked changes. ASC references will be removed from the final
document.

Spring National Meeting Adoption: Revisions to SSAP No. 93 made after the exposure on January 31,
2024, have been shown as tracked changes highlighted in grey. This document represents the final adopted
version of SSAP No. 93R.

Statements of Statutory Accounting Principles No. 93 - Revised

Investments in Tax Credit Structures

STATUS

Type of ISSUC....ccvvveerieeiiieeeeee e, Common Area

ISsued ....cocvvviieiiieee e June 13, 2005; Conceptually revised March 16, 2024

Effective Date ........cccceeevvevieecieeeieeen, January 1, 2006; Conceptual revisions detailed in Issue

Paper No. xxx effective January 1, 2025

ATTECES et No other pronouncements

Affected DY .voevveiiiieieceecee e No other pronouncements

Interpreted by ......ccoevvevierieiieeieeieee INT 06-07

Relevant Appendix A Guidance ............. None
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Application of Proportional Amortization Method............ccceieiiiiiiiiiiiiciicce e 4
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Future Contributions and Additional TaxX Credits..........cocuieiuiiiiiieiiieeiieeeiee ettt veesevea e 7
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SCOPE OF STATEMENT

1. This statement establishes statutory accounting principles for qualifying tax credit investments’ in
programs made primarily for the purpose of receiving allowable general business federal tax credits and/
or state tax credits, including state premium tax credit programs. Although these investments are often in
the form of equity, this statement shall be applied to all investments (regardless of the structure of the
investment) that qualify pursuant to paragraph 2.

2. A reporting entity that invests in projects or programs that generate general business federal tax
credits, corresponding state tax credits or state premium tax credits that meet the following conditions at
the time of initial investment are required to capture the investment in scope of this statement:

a. It is probable that the tax credits allocable to the investor will be available.

b. Reporting entity investor does not have the ability to exercise significant influence over the
operating and financial policies of the underlying projects.

c. Substantially all the projected benefits are from tax credits and other tax benefits,
determined on a discounted basis using a discount rate that is consistent with the cash flow
assumptions utilized by the reporting entity for the purpose of deciding to invest in the

project.
d. The reporting entity’s projected yield based solely on the cash flows from the tax credits
and other tax benefits is positive.
3. Tax credit investments that do not meet the conditions in paragraph 2 shall be captured within the
statutory accounting statement that addresses the underlying investment structure. Equity structured tax
credit investments would generally fall within SSAP No. 48—Joint Ventures, Partnerships and Limited
Liability Companies. Debt structured tax credit investments should be assessed in accordance with SSAP

No. 26R—Bonds to determine eligibility for reporting as a

bond Jnvestments-intax-creditstructures-that do

&ppheab}%te—th%ﬁwesﬁﬂeﬂt—held— }
4, Investments in a CAPCO (Certified Capital Company), organized as a partnership or an LLC,

which is a company, authorized by state statute that borrows from investors, to make venture capital
investments in “qualified” businesses, are not within the scope of this statement. Although associated with
tax credits, the reporting entity is paid principal and interest on its investment with the CAPCO. Depending
upon the terms of the CAPCO offering, principal and interest payments to the reporting entity will come
from the CAPCO and/or the state. The CAPCO will make cash payments directly to the investors while the
state will make payments in the form of premium or income tax credits. Investments in a CAPCO shall be
accounted for in accordance with Interpretation (INT) 06-02: Accounting and Reporting for Investments in
a Certified Capital Company (CAPCO) and specific statutory accounting guidance addressing CAPCOs.

' The scope of ASC 323-740-Investments—Equity Method and Joint Ventures—Income Taxes—Proportional
Amortization Method only extends to income tax equity investments, whereas this statement is intended to capture all
tax credit investments which meet the criteria in paragraphs 2.a-2.d, regardless of structure. This includes, but is not
limited to, tax equity investments and tax credit debt investments.
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5. Investments in tax credit structures are generally acquired to obtain a positive yield through tax
credits and other tax benefits. The value of the investment is primarily based on the value of the remaining
stream of tax credits and deductible expenses available to the reporting entity investor. The primary purpose
of investing in these tax credit structures is to generate tax credits which benefit reporting entities, most
commonly through a reduction in tax liability or, when transferability—is-permitted by IRS or state tax
provisions, through the sale of the-certificated/transferable tax credits.

6. Investments in tax credit structures held by reporting entities meet the definition of an asset as
specified in SSAP No. 4—Assets and Nonadmitted Assets and are admissible assets to the extent that they
comply with the requirements of this statement.

Accounting

7. This guidance addresses the methodology for measuring an investment that is accounted for using
the proportional amortization method. At initial recognition, investments in scope of this statement shall be
recorded at cost.

8. Subsequent to initial recognition, the investment shall be carried at proportional amortized cost.
Under the proportional amortization method, the reporting entity amortizes the initial cost of the investment
in proportion to the tax credits and other tax benefits allocated to the investor. The amortization amount
shall be calculated as follows (ASC 323-740-35-2):

a. The initial investment balance less any expected residual value of the investment,
multiplied by;
b. The percentage of actual tax credits and other tax benefits allocated to the reporting entity

in the current period divided by the total estimated tax credits and other tax benefits
expected to be received by the reporting entity over the amortization timeframe (life of the
investment)the-tife-of the-investment.

9. Reporting entities shall recognize tax credits in the period they are allocated to the investor for tax
purposes. Unless all tax credits are allocated to the reporting entity at the date of initial investment,
immediate recognition of the entire benefit of the tax credits to be received during the term of the investment
project that generates tax credits and other tax benefits is not permitted. Tax credits shall not be recognized
in the financial statements before the year in which the tax credits arisesis-are allocated. (ASC 323-740-25-
5)

10. Any expected residual value of the investment shall be excluded from the proportional amortization
calculation. Non-tax related benefits received from the investment shall be included as a component of net
investment income when realized or realizable. Gains or losses on the sale of the investment, if any, shall
be included as a capital gain or loss at the time of the sale. (ASC 323-740-35-5) Determination of gain or
loss will depend on the reported value (e.g., residual value at the end of the amortization timeframe)
compared to the amount received in exchange for the investment. Liquidation of the investment commonly
occurs at the end of the tax credit timeframe through a put or call agreement, often reflecting a nominal
residual value that was established at the time of acquisition. The liquidation amount from such agreements
shall reflect the expected residual value when available.

11. At the end of the amortization timeframe-(life-of the-investment), if the reporting entity retains the
investment, the investment shall be subsequently measured and assessed within the statutory accounting
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statement applicable to the investment held. Retained investments will remain on Schedule BA until
disposal and cannot exceed the initial expected residual value.

12. Exhibit A illustrates the application of accounting guidance in two examples that generate tax
credits and tax benefits using the proportional amortization method. The first example illustrates the
application of a standard project. The second example illustrates the application of accounting guidance in
a project that has expected residual value and generates non-tax related benefits in addition to tax credits
and other tax benefits using the proportional amortization method. (ASC 323-740-35-3)

Application of Proportional Amortization Method

13. Under the proportional amortized cost method, the amortization of the investment is to be
recognized in the income statement as an expense component of the net investment income calculation.
Non-tax related benefits received from operations, or sale of the investment should be accounted for in
accordance with paragraph 10.

14. Tax credits and other tax benefits, not to include amortization of the investment, shall be reflected
as follows:

. its-Tax credits shall be
recognized in the period that they are allocated to the reporting entity for tax purposes:

L. Federal tax credits that can be utilized in the year allocated shall be reported in the
income statement as an offset to federal taxes in accordance with SSAP No. 101—
Income Taxes. Federal tax credits that cannot be utilized in the year allocated and
are carried forward to a future tax vear shall be reported as a deferred tax asset
(DTA) in accordance with SSAP No. 101.

1. State tax credits that can be utilized in the year allocated shall be reported in the
income statement as an offset to state premium tax or state income tax, whichever
is applicable, in the tax-reporting year in which the credit is utilized. State tax
credits that cannot be utilized in the year allocated and are carried forward to a
future tax vear shall be reported gross of any related state tax liabilities and
reported in the category of other-than-invested assets (not to be reported net).

1ii. Use of tax credits carried forward in aFaxeredits-earriedforward-toa future period
shall be reflected as an offset to the corresponding income or premium tax in the
tax reporting vear in which the tax credit is utilized.

H1v. Tax credits allocated from tax credit investments, as defined within this SSAP. and
held by reporting entities meet the definition of assets as specified in SSAP No. 4
and are admitted assets to the extent that they comply with the requirements of this
statement. The admissibility of tax credits are-is subject to SSAP No. 101.

b. Federal tax benefits other than tax credits (e.g., tax benefits from investment depreciation)
shall be recognized in the year allocated pursuant to SSAP No. 101—freomeTaxes. When
utilized, the federal tax benefits are recognized as a component of income tax expense.

c. State tax benefits other than tax credits shall be recognized in the year allocated shal-be

recognized-in-the-year-alloeated-gross of any related state tax liabilities pursuant to SSAP
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No. 101. When utilized, the state tax benefits are recognized as a component of taxes,
licenses, and fees.

Admittance Requirementsof Tax Credit Investments

15. Although investments in tax credit programs do not represent investments that can be direetly
readily liquidated for policyholder claims, the reduction of tax liability or saletransfer of allocated tax
credits represents a benefit that supports admittance of these investments, but only if the tax credits will be
received and can be utilized by the reporting entity. Investments in tax credit programs that will not result
in any of the anticipated tax credits or that will result in tax credits which cannot be utilized or
soldtransferred by the reporting entity shall be considered impaired and should refer to paragraphs 27 and
28.

16. Reporting entities shall, at initial investment, obtain a clean® fund level tax opinion® on the validity
of the credits and structure of the underlying program and investment fund. Investments not supported by
an initial tax opinion shall be nonadmitted. If the program is a permitted syndicated program with a yield
guarantee, the opinion must verify that the investment and guarantee haves been properly structured under
IRS or state tax provisions reles-and the guarantee does not disqualify the reporting entity from obtaining

federal-general-businessthe tax credits.

17. Reporting entities shall annually obtain U.S. GAAP or U.S. tax basis audited financial statements
on the investment fund. In the event audited U.S. GAAP or U.S. tax basis financial statements are not
obtained or the audit receives an opinion other than unqualified, the asset shall be nonadmitted. If the
audited financial statements are in-process but not completed as of the annual statement filing deadline, the
reporting entity may admit the investment based on the results of the immediately preceding prior year
audited financial statements. A lag in reporting shall be consistent from period to period.

a. Other tax credit investments — If the reporting entity has a tax credit investment which by
virtue of its structure cannot be audited, the investment is exempt from the annual audit
requirement. One example of this type of investments would be tax credit debt investments*
which do not involve any amount of equity ownership as a component of the investment.
This type of tax credit debt investment is exempt from the annual audit requirement, but
the reporting entity is still required to obtain a clean tax opinion, in accordance with
paragraph 16, to support admittance at initial investment.

2 While not quantified or defined in either the Internal Revenue Code or state regulations, common industry standards consider a
“should” opinion to be the minimum degree of confidence associated with a clean tax opinion. For the purposes of this statement,
a “should” opinion must represent a probability of success no less 70%. Any tax credit investment which receives a tax opinion
with a degree of confidence less than “should” is to be nonadmitted.

3 A fund level tax opinion for the purposes of this statement is defined as a full IRS Circular 230 tax opinion which covers from
the fund level through to the underlying assets generating the tax credit benefits. The fund level is defined as the entity, or level, at
which the investor comes directly into the investment without any intermediaries.

4 Common examples of tax credit debt investments are Tax Credit Strips derived from tax credit bonds, Qualified Tax Credit Bonds,
and Build America Tax Credit Bonds. Tax opinions received on these tax credit investments are also referred to as “bond counsels.”
Tax Credit Strips derived from tax equity investments would not qualify for the paragraph 17.a carve out as the source of the
stripped tax credits is auditable.
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Prospective Utilization Assessment

18. The prospective utilization assessment, as detailed below in paragraphs 19-21, must be performed
annually by the reporting entity if any of the following circumstances exist in either the current or prior
reporting period:

a. Reporting entity records a valuation allowance against a deferred tax asset (DTA) balance.

b. Reporting entity becomes aware of other facts and circumstances which indicate that it
will, more likely than not, be unable to substantially utilize the unallocated tax credits.
Such instances include, but are not limited to:

i. If the reporting entity holds an investment which allocates state premium tax credits
and intends to decrease premium volume in that state. it may affect whether or not the
unallocated tax credits in that state can be utilized.

1i. If the reporting entity holds an investment allocating state income tax credits and
records a valuation allowance in its U.S. GAAP financial statements against state
DTA balances, including the same state as the tax credit investment, it cannot ignore
the circumstances that led to the valuation allowance, even though statutory
accounting does not permit state DTAs.

19. Prospective Utilization Assessment — A#If any of the circumstances detailed in paragraph 18 exist,
the reporting entity is required to first-assess the future utilization of the investment’s-eurrent-pertion-of

unallocated tax credlts agalnst %h%estlmated tax hablhtles fer—bet-h—th%taaeyear—m—wh&eh—ﬂ&%ta*efed&&eaﬂ

fepeﬁmg—enﬁtfshaﬂ—peffefm—a{%aﬂded—asse&smeﬂt—teand determme the extent to Wthh it will be able

to utilize the investment’s unallocated tax credits over the life of the mvestmenttax credits. If assessment

projections identify that the investment’s unallocated tax credits-from-investments—in-tax—eredit programs
will exceed what can be utilized under IRS or state tax provisions-{eurrentand-otherapplicabletaxperiods),

the reporting entity shall nonadmit investments as necessary so that investments in scope of this statement
(in aggregate) are only admitted to the extent tax credits are expected to be utilized within current,

carryback and Carryforward perlods Aédﬁwnaﬂ&%ﬂ&%&ssessmerﬁ—mdwa%es—ﬂ%&kﬁh&ne&k@h*e&ye&%s—ef

mestment—shaﬂ—b%neﬁadm*&ed—ln makmg thls assessment, the reportlng entlty is not perm1tted to assume
increased operations (e.g., expanded product sales) beyond those allowed under prudent and feasible tax-

planning strategics aetaal-experienee-to conclude that additional federal or state tax liability will exist that
would allow additional utilization of tax credits. A reporting entity ean-may subsequently admit a previously
nonadmitted tax credit investment, based on subsequent assessments in which the reporting entity
determines that they will be able to utilize the unallocated tax credits.

18-20. Additional Admittance to Prospective Utilization Assessment — If the tax credit investment
allocates tax credits with the following features, the reporting entity may perform a secondary assessment
to determine if additional amounts of the tax credit investment nonadmitted under paragraph 19 can be
admitted:

a. Tax credit investments which allocate tax credits which are certificated or transferable in
accordance with permitted IRS or state tax provisions are-shall admitted up to the lesser of
the proportional amortized cost; or fair value of the unallocated tax credits. Hthefairmarket
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b. Tax credit investments which allocate tax credits eligible for direct payment are—shall
admitted up to the lesser of the proportional amortized cost; or the estimated proceeds from
unallocated tax credits.

19-21. For tax credit investments which have an amortization timeframe greater than the tax credit
allocation timeframe (as demonstrated in beth-examples-within-Exhibit A), the reporting entity would still,

if required, perform the prospective utilization assessment same-assessment-detatled-inparagraph1+8-but on

the reporting entity’s ability to utilize the remaining stream of anticipated tax benefits.

Future Contributions and Additional Tax Credits

20-22. Many tax credit investments require future contributions by the investor, that may be contingent on
a variety of conditions, such as receiving representations, contract performance, meeting occupancy
requirements, etc. A liability shall be recognized for delayed equity-contributions which result in additional
tax credits that are unconditional and legally binding, and a liability shall also be recognized for eguity
contributions which result in additional tax credits that are contingent upon a future event when that
contingent event becomes probable pursuant to the loss contingency guidance in SSAP No. SR—Liabilities,
Contingencies and Impairments of Assets. (ASC 323-740-25-3) Liabilities or loss contingencies recognized
for future contributions which result in additional tax credits shall be reported as ‘Payable for Securities’
until remitted or until the obligation is otherwise eliminated.

2+23. If a commitment to provide future contributions is not required to be recognized pursuant to
paragraph 22, the commitment shall be disclosed in the notes to the financial statements with other
commitments.

22.24. Additional contributions that do not result in additional tax credits for the reporting entity investor
shall be immediately expensed as a component of net investment income.

23-25. If additional contributions result in additional tax credits for the reporting entity, the proportional
amortization method for the tax credit investment shall be adjusted, on a prospective basis, to reflect the
increased cost with the revised expected inceme-tax credits and ineeme-other tax benefits.
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26. In the event a reporting entity obtains additional tax credits without the reporting entity making
additional contributions, the reporting entity shall not adjust the book/adjusted carrying value of the tax
credit investment. (The proportional amortization method shall not be adjusted to reflect the expected
additional tax credits.) Rather, the tax credit shall be recognized when allocated pursuant to paragraph 14.

Impairment of Tax Credit Investments

24.27. Reporting entities with investments in tax credit programs shall complete and document an
impairment analysis at each reporting period. For this analysis, the reporting entity shall compare the current
book/-adjusted carrying value to the fair value of the investment. (ln-tew-oflf fair value is not determinable,
an entity can compare book/-adjusted carrying value to the present value of future tax credits and other tax
benefits discounted at a risk-free rate of return.) If book-/adjusted carrying value is higher, the difference
between book/-adjusted carrying value and fair value shall be recognized as an other-than-temporary
impairment ™T %97 to the tax credit investment. This will result in a new cost basis and the amount of the
write-down shall be accounted for as a realized loss. The new cost basis shall not be changed for subsequent

recoveries in fair value-(discounted-valae present-value).

25.28. An other-than-temporary impairment shall also be considered to have occurred if a previously
allocated tax credit has been recaptured or if it is probable that future tax credits will not be allocated as
expected. If a project no longer qualifies for tax credits, the entire investment, less any residual established
at initial recognition, shall be written off as other-than-temporarily impaired. If the reporting entity
experiences a tax credit recapture, the reporting entity shall assess whether future tax credits and other
benefits will qualify for use by the reporting entity. If future credits will not be generated or will be subject
to future recapture, then the reporting entity shall write-off the investment as other-than-temporarily
impaired so that the resulting investment value only reflects expected qualifying tax credits and other
benefits expected to be allocated. This will result in a new cost basis and the amount of the write-down
shall be accounted for as a realized loss. The new cost basis shall not be changed for subsequent recoveries
or revision to tax credit expectations.

26-29. Certain tax credit programs allocate variable amounts of tax credits (for example, clean energy
production tax credit programs) which will result in regular differences between actual allocated tax credits
and estimated tax credit allocations as calculated upon acquisition of the investment. Variable tax credits
allocated in excess of estimates should be accounted for in accordance with paragraph 26. If the allocated
variable tax credits are less than estimates by more than 10% or consistently allocate less than the estimated
amounts over multiple allocation periods, then the reporting entity must either recognize an other-than-
temporary impairment or specifically address within its impairment analysis the reason why consistently
diminished tax credit returns do not represent an impairment event. Note that if the company determines it
is probable that the total amount of anticipated variable tax credits will not be received, it would still be
considered an other-than-temporary impairment in accordance with paragraph 28.

Disclosures

27.30. A reporting entity shall disclose information that enables users of its financial statements to
understand the following information about its tax-investments in projects that generate tax credits and other
tax benefits from tax programs captured in scope of this statement: (ASC 323-740-50-1)

a. The nature of its investments in projects that generate tax credits and other tax benefits.
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b. The effect of the recognition and measurement of its investments in projects that generate
tax credits and other tax benefits and the related tax credits on its financial position and
results of operations.

28:31. To meet the objective of paragraph 30, a reporting entity shall disclose the following information
about its tax-investments in projects that generate tax credits and other tax benefits from a tax credit program
in scope of this statement:

a. The amount of tax credits and other tax benefits recognized during the reporting period(s).
b. The balance of the investments recognized in the statement of financial position for the

reporting period(s) presented.

c. The amount of investment amortization and non-income tax related activity recognized as
a component of net investment income, and other returns allocated that were recognized
outside of income tax expense.

d. An aggregate schedule of tax credits expected to be generated each year for the subsequent
five years and thereafter, disaggregated by transferable/certificated and non-transferable.

e. Any commitment or contingent commitment (e.g., guarantees or commitments to provide
additional capital contributions) including the amount of contributions that are contingent
commitments related to tax credit investments and the year(s) that contingent commitments
are expected to be paid shall be disclosed.

29.32. The following disclosures shall be included if applicable to tax credit investments:

a. If the underlying preperty—project is currently subject to any regulatory reviews and the
status of such review. (Example: Investigations by the housing authority.)

b. Significant modifications or events that resulted in a change in the nature of the investment
or a change in the relationship with the underlying project for investments in scope. (ASC
323-740-50-1A)

30:33. A reporting entity that recognizes an impairment loss shall disclose the following in the financial
statements that include the period of the impairment write-down:

a. A description of the impaired assets and the facts and circumstances leading to the
impairment; and

b. The amount of the impairment and how fair value was determined.
34. The following disclosures pertain only to those tax credits allocated from tax credit investments

and are unused as of the reporting period(s). For purposes of this disclosure, total unused tax credits
represent the entire amount of tax credits available:

a. Carrying value of tax credits, disageregated by transferable/certificated and non-
transferable, gross of any related tax liabilities by jurisdiction and in total.

b. Total unused tax credits by jurisdiction, disageregated by transferable/certificated and non-
transferable.
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C. Method of estimating utilization of remaining tax credits or other projected recovery of the
current carrying value.

d. Impairment amount recognized in the reporting period(s), if any.

e. Identify tax credits by transferable/certificated and non-transferable classifications and
identify the admitted and nonadmitted portions of each classification.

3+35. Refer to the Preamble for further discussion regarding disclosure requirements.
Relevant Literature

32.36. This statement adopts with modification Accounting Standards Update (ASU) 2023-02, Accounting
for Investments in Tax Credit Structures Using the Proportional Amortization Method. The ASU is
modified for the following statutory concepts:

a. This statement is applicable to all federal and state tax credit programs earned through any
tax credit investment structure that meets the requirements in paragraph 2. Under the ASU,
use of the proportional amortization method is an election and only pertains to income tax
equity investment structures in which the reporting entity does not exercise significant
influence. With this statement, the U.S. GAAP election to use the proportional amortization
method is rejected and use of proportional amortization for investments within the scope
of this statement is required. The guidance is expanded for state premium tax credits.

b. Investments that meet the criteria of this statement are required to use a proportional
amortization method as prescribed in this statement. This method requires the tax credits
and benefits to be recognized in proportion to the percentage of actual tax credits and other
tax benefits allocated to the reporting entity in the current period divided by the total
estimated tax credits and other tax benefits expected to be allocated by the reporting entity
over the life of the investment. This statement requires a gross presentation on the financial
statements. Under the ASU, a practical expedient is allowed for the calculation of
proportional amortization but has been rejected with this statement.

c. Federal tax credits shall be recognized in the income statement as an offset to federal
income taxes in the tax reporting year in which the tax credit is utilized in accordance with
SSAP No. 101. State tax credits shall be recognized in the income statement as an offset to
state premium tax or state income tax, whichever is applicable, in the tax reporting year in
which the credit is utilized.

d. Tax benefits allocated, other than tax credits, shall be accounted for pursuant to SSAP No.
101. Amortization shall be reported as a component of net investment income.

e. Reporting entities shall follow the guidance in paragraphs 22 and 23 regarding the
recognition of contingent commitments from SSAP No. 5R to equity contributions.

f. This statement has specific impairment and nonadmittance requirements.

g. For statutory accounting purposes, deferred taxes are not reported as a component of

income from continuing operations in the income statement; rather deferred taxes are
recognized as a separate component of gains and losses in unassigned funds (surplus).

© 2024 National Association of Insurance Commissioners 10



Attachment One-F
Accounting Practices and Procedures (E) Task Force
3/17/24

Ref #2022-14a
h. Disclosures should be followed as indicated in the disclosures section in this statement.

hi. The examples detailed in Exhibit A were modified to better illustrate the statutory
accounting method for tax credit investments.

Effective Date and Transition

33.37. This statement is effective for reporting periods beginning on or after January 1, 2006. Early
adoption is permitted. A change resulting from the adoption of this statement shall be accounted for as a
change in accounting principle in accordance with SSAP No. 3—Accounting Changes and Corrections of
Errors. The guidance previously in paragraph 3 of this statement superseded paragraph 1 of SSAP No. 48.
In 2011, this guidance was moved to SSAP No. 48 and deleted from this statement. The original guidance
included in this standard is retained for historical purposes in Issue Paper No. 125. The guidance from ASU
2014-01 is effective for reporting periods beginning on or after January 1, 2015, with early adoption
permitted.

38. In March 2024, new SAP concept revisions, as detailed in Issue Paper No. XXX, were adopted.
These revisions, effective January 1. 2025, expanded the scope of SSAP No. 93 to include all federal and
state tax credit investment structures and provide new guidance on the accounting, recognition, and
reporting of tax credit investment structures. As of the effective date, reporting entities shall prospectively
modify the recognition, accounting, and reporting of tax credit investment structures to reflect the guidance
in the conceptual revisions. Additionally, all tax credit investment structures which fall within the scope of
this statement not currently reported on Schedule BA are to be transferred to Schedule BA as of the effective
date.

Glossary
39. The following definitions are provided for the purposes of this statement.
a. Unallocated tax credits — The portion of tax credits expected to be earned and allocated to

the reporting entity through the tax credit investment structure.

b. Transferable/Certificated — The tax credits are certified for sale (certificated tax credits) or
saleable through the execution of a state or federal transfer form (transferable tax credits).

C. More Likely Than Not — Refers to a likelihood of more than 50%.

REFERENCES

Relevant Issue Papers

. Issue Paper No. 125—Accounting for Low-Income Housing Tax Credit Property
Investments
. Issue Paper No. XX—XXX
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EXHIBIT A — APPLICATION OF PROPORTIONAL AMORTIZATION METHOD

Example 1: entQualifying Tax

Credit Investment Structure

On January 1, 20X1, ABC Insurance Company purchases a 5% equity stake in a tax credit investment

structure for $100,000. The allocated tax credits are transferable, and ABC anticipates that all tax credits
received will be fully utilized prior to expiration of the tax credit carryover period.

Assumptions:

1. All cash flows (except initial investment) occur at the end of each year.

2. Depreciation expense is computed, for book and tax purposes, using the straight-line
method with a 27.5 year life (the same method is used for simplicity).

3. The investor made a $100,000 investment for a 5% limited partnership interest in the
project at the beginning of the first year of eligibility for the tax credit.

4. The partnership finances the project cost of $4,000,000 with 50% equity and 50% debt.

5. The annual tax credit allocation (equal to 4% of the project's original cost) will be received
for a period of 10 years.

6. The investor's tax rate is 40%.

7. For simplicity, the project will operate with break-even pretax cash flows including debt
service during the first 15 years of operations.

8. The project's taxable loss will be equal to depreciation expense. The cumulative book loss
(and thus the cumulative depreciation expense) recognized by the investor is limited to the
$100,000 investment.

9. It is assumed that all requirements are met to retain allocable tax credits so there will be no
recapture of tax credits.

10. The investor expects that the estimated residual value of the investment will be zero.
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Net Other Tax Tax Credits
Net Amortization Tax Losses/Tax  Benefits from Tax ~ and Other
Investment  of Investment  Credits  Depreciation Depreciation Tax Benefits
Year (@) 2) 3) “4) (©) (6)
100,000
1 90,909 9,091 8,000 7,273 2,909 10,909
2 81,818 9,091 8,000 7,273 2,909 10,909
3 72,727 9,091 8,000 7,273 2,909 10,909
4 63,636 9,091 8,000 7,273 2,909 10,909
5 54,545 9,091 8,000 7,273 2,909 10,909
6 45,454 9,091 8,000 7,273 2,909 10,909
7 36,363 9,091 8,000 7,273 2,909 10,909
8 27,272 9,091 8,000 7,273 2,909 10,909
9 18,181 9,091 8,000 7,273 2,909 10,909
10 9,090 9,091 8,000 7,273 2,909 10,909
11 6,666 2,424 7,273 2,909 2,909
12 4,242 2,424 7,273 2,909 2,909
13 1,818 2,424 7,273 2,909 2,909
14 0 1,818 5,451 2,183 2,183
15 0 0
Total 100,000 80,000 100,000 40,000 120,000
(D End-of-year investment for a 5% limited liability interest in the project net of amortization in
Column (2).
2) Initial investment of $100,000 x (total tax benefits allocated during the year in Column (6) / total
anticipated tax benefits over the life of the investment of $120,000).
3) Annual 4% tax credit on $200,000 tax basis of the underlying assets.
4) Depreciation (on $200,000 tax basis of the underlying assets) using the straight-line method over
27.5 years up to the amount of the initial investment of $100,000.
%) Column (4) x 40% tax rate.
(6) Column (3) + Column (5).
Initial Year
Tax credit investment 100,000
Cash 100,000
To record the purchase of tax credit investment
Years 1-10
Amortization expense 9.091
Tax credit investment 9,091
Federal tax credits 8,000

© 2024 National Association of Insurance Commissioners

13



Attachment One-F

Accounting Practices and Procedures (E) Task Force
3/17/24

Ref #2022-14a
Income tax expense 8,000

To record annual receipt of allocated tax credits and proportional amortization
of investment.

Income taxes payable 8,000
Federal tax credits 8.000
To record annual utilization of allocated tax credits.
Year 11-13
Amortization expense 2.424
Tax credit investment 2.424
To record annual proportional amortization of tax credit investment.
Year 14
Amortization expense 1,818
Tax credit investment 1,818

To record annual proportional amortization of tax credit investment.
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Example 2: Qualifying Tax Eqwity-Credit Investments Structure with Non-Income Tax Related Benefits

On January 1, 20X1. T&A Insurance Company purchased a 5% equity stake in a tax credit investment

structure for $100.000. The allocated tax credits are non-transferable, and T&A anticipates that all tax
credits received will be fully utilized prior to expiration of the tax credit carryover period.

Assumptions:

1. All cash flows (except initial investment) occur at the end of each year.

2. Depreciation expense is computed, for book and tax purposes, using the straight-line
method with a 27.5 year life (the same method is used for simplicity).

3. The investor made a $100,000 investment for a 5% limited partnership interest in the
project at the beginning of the first year of eligibility for the tax credit.

4. The partnership will receive production tax credits based on the energy the project
produces. The credits will be allocated over a four-year period.

5. The tax equity investor will receive cash proceeds based on 2% of the project’s cash
generated during the life of the prejeetinvestment.

6. The investor's tax rate is 40%.

7. All requirements are met to retain allocable income tax credits such that there will be no

recapture of income tax credits.

9.8. All of the conditions are met to require use of the proportional amortization method.

9. After 10 years, the tax equity investor has a right to require that the project sponsor
purchase the tax equity investor’s equity interest for a nominal amount. It is assumed that
the Put option will be exercised_and has a contractually agreed upon residual value of
$1,000.
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10. In Years 1-3 the investor is able to utilize all allocated tax credits in the same period they

were received. In Year 4, the investor is only able to utilize half of that year’s allocated
tax credit and defers the remainder for utilization in Year 5.
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Proportional Amortization Method with Statutory Modifications

Tax Non-
Other Tax Credits Tax
Amortization Net Benefits from  and Other Related
of Tax Losses/Tax Tax Tax Cash
Net Investment  Investment Credits Depreciation Depreciation Benefits  Returns
Year Q) (2) 3) “4) (5) (6) )]
100,000
1 9:39979.605 20,395604 20,000 8,300 3,320 23,320 58
2 58.79959.210 20,39560+ 20,000 8,300 3,320 23,320 58
3 38.19838.815 20,39560+ 20,000 8,300 3,320 23,320 58
4 17.59718.420 20,39560+ 20,000 8,300 3,320 23,320 58
5  14;66415.516 2,90433 8,300 3,320 3,320 58
6 173112612 2,90433 8,300 3,320 3,320 58
7 8.7999.708 2,90433 8,300 3,320 3,320 58
8 5.8666.804 2,90433 8,300 3,320 3,320 58
9 2.9333 900 2,90433 8,300 3,320 3,320 58
10 61,000 2,90033 8,300 3,320 3,320 58
Total 1,000 +6699,000 80,000 83,000 33,200 113,200 580
(D End-of-year investment for a 5% limited liability interest in the project net of amortization in
Column (2).

2) Initial investment, less residual value of $1,000, of $36699,000 x (total tax benefits allocated during
the year in Column (6) / total anticipated tax benefits over the life of the investment of $113,200).

3) These tax credits have been generated through the production of electricity, which generates
production tax credits. The tax equity investor is not receiving renewable energy credits or carbon
offsets.

@) Depreciation /other tax losses passed on to the investor.

&) Column (4) x 40% tax rate.
(6) Column (3) + Column (5).

@) Non-income-tax-related benefits recognized in current-period pre-tax earnings when allocated.
This represents the cash proceeds allocated by the tax equity investor based on the cash generated
from the project:

Initial Year
Tax credit investment 100,000
Cash 100,000
To record the purchase of tax credit investment
Years 1-3
Amortization expense 20,395
Tax credit investment 20,395
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Federal tax credits 20,000

Income tax expense 20,000
Cash 38

Investment Income 58

To record annual receipt of allocated tax credits, proportional amortization
of investment, and receipt of non-tax cash returns.

Income taxes payable 20,000
Federal tax credits 20,000
To record annual utilization of allocated tax credits.
Year 4
Amortization expense 20,395
Tax credit investment 20,395
Federal tax credits 20,000
Income tax expense 20,000
Cash 38
Investment Income 38
To record annual receipt of allocated tax credits, proportional amortization
of investment, and receipt of non-tax cash returns.
Income taxes payable 10,000
Federal tax credits 10,000
Income tax expense 10,000
Deferred tax expense 10,000
To record the portion of allocated tax credits utilized in the current year and
defer the remainder. (Federal tax credit account should be mapped to the DTA
reporting line as any balance remaining at year-end would be a DTA)
Year 5
Amortization expense 2.904
Tax credit investment 2,904
Cash 38
Investment Income 58
To record annual proportional amortization of tax credit investment and
receipt of non-tax cash returns.
Income taxes payable 10,000
Federal tax credits 10,000
Deferred tax expense 10,000
Income tax expense 10,000
To record utilization of deferred tax credit.
Years 6-9
Amortization expense 2.904
Tax credit investment 2,904
Cash 38
Investment Income 58

To record annual proportional amortization of tax credit investment and
receipt of non-tax cash returns.
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Year 10
Amortization expense 2.900
Tax credit investment 2.900
Cash 38
Investment Income 58

To record annual proportional amortization of tax credit investment and
receipt of non-tax cash returns.

Cash 1,000
Tax credit investment 1,000
To record sale of interest in tax credit investment at stated residual value.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and
minutes/SAPWG/Att 1F_22-14a - SSAP No 93R - Investments in Tax Credit Structures.docx
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Spring National Meeting Adoption: Revisions to SSAP No. 94R made after the exposure on January 31,
2024, have been shown as tracked changes highlighted in grey. This document represents the final adopted
version of SSAP No. 94R.
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SCOPE OF STATEMENT

1. This statement establishes statutory accounting principles for transferableand nen—transferable

state and federal tax credits that are purchased' by the reporting entity-witheut-beingan-investor-in-the
entity—from—which—thetax—eredit-were—earned/purchased. Tax credits allocated from investments NOT
within the scope of SSAP 93R—Investments in Tax Credit Structures should refer to this statement for tax
credlt accountmg guldance Adé&e&%#a*&eé&&ﬂ%&r&em&ﬁstem%h—th%smme%eee&mmg

: pts)-Tax credits which have
been awarded2 to the reportmg entltv are not within the scope of this statement and should refer to SSAP
No. 101—Income Taxes.

2. Tax credits allocated from, and ¥investments in, LewJneome Housing Fttax Creditseredits-credit

structures.s as discussed in SSAP No. 93R SSAPNe—93R—Low-IneomeHousingTax-Credit-Property
InvestmentsinvestmentsinTax Credit-Struetures—which involve investments in projects or programs that

generate general business federal tax credits or state tax credits, are not within the scope of this statement.

3. Investments in a CAPCO (Certified Capital Company), organized as a partnership or an LLC,
which is a company, authorized by state statute that borrows from investors—(insurance—companies), in
order to make venture capital investments in “qualified” businesses, are not within the scope of this
statement. Although associated with tax credits, the insurance company is paid principal and interest on
its investment with the CAPCO. Depending upon the terms of the CAPCO offering, principal and interest
payments to the insuranee-companyinvestors will come from the CAPCO and/or the state. The CAPCO
will make cash payments directly to the insuranee-cempanyinvestors while the state will make payments
in the form of premium or income tax credits. Investments in a CAPCO shall be accounted for in
accordance with Interpretation (INT) 06-02: Accounting and Reporting for Investments in a Certified
Capital Company (CAPCO) and specific statutory accounting guidance addressing CAPCOs.

SUMMARY CONCLUSION

4. Both state and federal governments have enacted laws that create programs by which tax credits
are granted to entities under certain specified conditions. The terms of these tax credits vary based on the

issuing |ur1sdlct10n and from program to program. JEhe—theHa—m—paPagPaphsé—aﬂé—é—afe—fer—traﬁsfefable

' The process to purchase a tax credit typically involves the acquisition of a tax credit certificate (certificated tax
credits) or the execution of a state or federal transfer form (transferable tax credits). Tax credits which have been
received through other means are indicative of tax credits allocated from an investment (For example, if the tax credits
are received through a schedule K-1) and may be within scope of SSAP No. 93.

2 For the purposes of this statement, awarded tax credits are tax credits issued to the reporting entity which were neither
purchased nor allocated from an investment structure. A common example of an awarded tax credit are Job Creation
tax credits which are a type of performance-based tax credit program.

© 2024 National Association of Insurance Commissioners 2



Attachment One-G
Accounting Practices and Procedures (E) Task Force
3/17/24

Ref #2022-14b

O aya a nd e he non
srap TO 7 Oarnd B

5. he-eriteria-in-para

tax-eredittoreceive the-accounting treatment deseribedin-thisstatement-For the purposes of this statement,
“tax credits” must be issued by either a federal or state governmental entity and must be refundable’ or
can be applied against income tax or premium tax in accordance with permitted IRS or state tax provisions.
Tax credits which may be sold or otherwise transferred to another entity are referred to as “transferable
tax credits” whereas all other tax credits are referred to as “non-transferable.”

o F

6. When a reporting entity purchases a transferable or certificated tax credit from another entity, the
transaction does not result in a continuing investment in a business entity (i.e., limited partnership)-. Direct
payment elections are non-revocable and supersede the transferability of tax credits, as such, once the
election has been made the tax credit would be considered a non-transferable tax credit.

3 Direct payment tax credits are synonymous with refundable tax credits, as such the terms are used interchangeably
within this statement.
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AequisitionAccounting

7. All tax credits within the scope of the statement must be recognized in the period they are allocated
to or purchased by the reporting entity for tax purposes and must be recorded at face value upon receipt.

acquired at a premium or discount to their face value must record the gain/loss as follows:

a. Tax credits acquired at a discount must defer the gain as a miscellaneous liability upon
receipt of the tax credit.

b. Tax credits acquired at a premium must realize the loss within the income statement upon
receipt of the tax credit.

8. Deferred gGains on transferable-and nentransferable-tax credits are deferred until the value of the
state-tax credits utilized exceeds the initial acquisition cost of the tax credits, or until the state-tax credits
are transferred to other entities_or the direct payment election is utilized and the payment(s) or refund is

greater-thancxceed the initial earrying-acquisition vakaecost.

Balance Sheet Treatment

9. Tax credits shall be recognized in the period that they are purchased or allocated to the reporting
entity for tax purposes:

a. Federal tax credits that can be utilized in the year allocated or purchased shall be reported
in the income statement as an offset to federal taxes in accordance with SSAP No. 101—
Income Taxes. Federal tax credits that cannot be utilized in the year allocated or purchased
and are carried forward to a future tax vear shall be reported netefas a deferred tax asset
(DTA) in accordance with SSAP No. 101.

b. State tax credits that can be utilized in the year allocated or purchased shall be reported in
the income statement as an offset to state premium tax or state income tax, whichever is
applicable, in the tax-reporting year in which the credit is utilized. State tax credits that
cannot be utilized in the year allocated or purchased and are carried forward to a future tax
year shall be reported gross of any related state tax liabilities and reported in the category
of other-than-invested-assets (not to be reported net).

10. Use of carried forward tax credits in a future period shall be reflected as an offset to the
corresponding income or premiums tax in the tax reporting year in which the tax credit is utilized.
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11. Gains and losses on transferable-and nen-transferable state-tax credits are reflected in other income
when realized.

12. A tax credit asset is considered purchased or allocated once the tax credit is received and available
for use. If the reporting entity determines a commitment to purchase tax credits has met the definition of
a liability, then the asset would be reported in other-than-invested assets as tax credits receivable.

Admittance

13. Fransferable—and non-transtferabletTax credits as defined within this SSAP held by reporting
entities meet the definition of assets as specified in SSAP No. 4—Assets and Nonadmitted Assets and are
admissible assets to the extent that they comply with the requirements of this statement. The admissibility

of tax credits areis subject to SSAP No. 101.

Impairment

12:14. An impairment shall be considered to have occurred if it is probable that the reporting entity will
be unable to recover the book/-adjusted carrying value ameunt-of the transferable-ornon-transterable-state
tax credits. TState-tax credits should be evaluated for impairment at each reporting date.

13-15. When there is a decline in the realizability of a transferable-ornon-transferable-state-tax credit
owned by the reporting entity that is other—than--temporary"™""" the asset shall be written down to the
expected realizable amount and the amount of the write down shall be accounted for as a realized loss.
The expected realizable value is the new cost basis.

14:16. The new cost basis shall not be changed for subsequent recoveries in realizability.
Disclosures

145:17. The following disclosures shall be made in the financial statements for the reporting period(s)
presented. For purposes of this disclosure, total unused transterable-and-nen—transferablestate-tax credits
represent the entire amount of transferable-and non-transferable-state-tax credits available:

a. Carrying value of transferable—and non-transferable—state-tax credits, disaggregated by
transferable/certificated and non-transferable, gross of any related state-tax liabilities by
state-jurisdiction and in total.;

b. Total unused transferable—and nen-transferable—state—tax credits by statejurisdiction.
disaggregated by transferable/certificated and non-transferable.:

c. Method of estimating utilization of remaining transferable-and-nen-transtferable-state-tax
credits or other projected recovery of the current carrying value.

d. Impairment amount recognized in the reporting period(s), if any.
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e. Identify state-tax credits by transferable/certificated and non-transferable classifications;
and identify the admitted and Nnonadmitted portions of each classification.

16-18. Any commitment or contingent commitment to purchase tax credits shall be disclosed.

Effective Date and Transition

19. This statement is effective for reporting periods ending on or after December 31, 2006. Early
adoption is permitted. A change resulting from the adoption of this statement shall be accounted for as a
change in accounting principle in accordance with SSAP No. 3. Substantive revisions to 1) revising the
title; 2) incorporating the criteria for non-transferable state tax credits as described in paragraphs 7 and 8;
3) adding a disclosure; and 4) updating terminology throughout the document as appropriate, are effective
for reporting periods ending on or after December 31, 2011.

20. In March 2024, new SAP concept revisions, as detailed in Issue Paper No. XXX, were adopted.
These revisions, effective January 1. 2025, with early adoption permitted, expanded the scope of SSAP
No. 94R to include all purchased, and certain allocated, state and federal income or premium tax credits
and provide new guidance on the accounting, recognition, and reporting for state and federal tax credits
within the scope of this statement. As of the effective date, reporting entities shall prospectively modify
the recognition, accounting, and reporting of tax credits within the scope of this statement to reflect the
cuidance in the conceptual revisions. For unutilized tax credits which were carried forward from prior to
the effective date:

a. Federal tax credits in other-than-invested assets are to be transferred and reported net-efas a
deferredtaxasset{DTA) in accordance with SSAP No. 101.

a-b. Tax credits previously recorded at acquisition cost should be adjusted to reflect the face value of
the acquired tax credits with the corresponding loss immediately recognized or the gain deferred.

REFERENCES

Relevant Issue Papers

. Issue Paper No. 126—Accounting for Transferable State Tax Credits

. Issue Paper No. 145—Accounting for Transferable and Non-Transferable State Tax
Credits

° Issue Paper No. XXX —XXX
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EXHIBIT A - ACCOUNTING FOR TRANSFERABLE STATE-TAX CREDITS

On 1/1/X1 SAM Insurance Company purchased transferable state tax credits for a cost of $100,000. The
transferable state tax credits are redeemable for $160,000 and expire at the end of 12/31/X4. SAM initially
expects to utilize the tax credits before expiration in their state of domicile in the amount of $40,000 per
year. In year X4, SAM sells the remaining $30,000 in transferable state tax credits for $20,000.

1/1/x1

6/30/x1

10/1/x1

6/30/x2

9/30/x2

6/30/x3

9/30/x3

6/30/x4

Transferable state tax credits 100160,000
Deferred gains on acquired tax credits 60,000
Cash 100,000

To record the purchase of the tax credits

Premium tax expense 40,000
Premium taxes payable to domiciliary state 40,000
To record premium tax expense and accrue the liability in Year 1.

Premium tax payable 40,000

Transferable state tax credits 40,000
To record the use of tax credits in Year 1. The reporting entity expects to be able to utilize
remaining tax credits before expiration.

Premium tax expense 60,000
Premium taxes payable to domiciliary state 60,000
To record premium tax expense and accrue the liability in Year 2.

Premium tax payable 60,000

Transferable state tax credits 60,000
To record the use of taxes credits in Year 2. The reporting entity expects to be able to
utilize remaining tax credits before expiration.

Premium tax expense 30,000
Premium taxes payable to domiciliary state 30,000
To record premium tax expense and accrue the liability in Year 3.

Premium tax payable 30,000

Transferable state tax creditsOtherincome 30,000
Deferred gains on acquired tax credits 30,000

Other income 30,000

To record the use of premium tax credits in excess of cost and recognize a gain on premium

tax credits in other income. The Company intends to sell the remaining tax credits in year
4.

Cash 20,000
Other income 10,000

Transferable state tax credits 30,000
Deferred gains on acquired tax credits 30,000

Other income 2030,000

To record the sale of the remaining tax credits.
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EXHIBIT B - ACCOUNTING FOR NON-TRANSFERABLE STATE-TAX CREDITS

On 7/1/X1 LJW Insurance Company purchased non-transferable state-federal tax credits for a cost of
$100,000. The state-federal tax credits are redeemable for $110,000;—are-not-transferable and expire on,
April 15, 20x2. LIW expects to utilize the tax credits before expiration in-theirstate-of-domieile-in the
amount of $110,000. Tax credits are utilized pro-rata, approximately $36.666 every quarter, from
acquisition date to expiration date. The illustration below assumes that LJW Insurance Company’s
quarterly income tax liability equals the amount of credits that were purchased.

7/1/x1 State-Federal tax credits 1160,000
Deferred gains on acquired tax credits 10,000
Cash 100,000
To record the purchase of the tax credits
9/30/x1 Premivm-Income tax expense 200,00036,666
Income  Premium—taxes payable—te 200,00036.,666
Jomicili
To record quarterly preninmtax-expense-and-acerue-theincome tax liability.
10/1/x1 Income taxes payable 36,666
Federal tax credits 36,666
To record the use of tax credits in the quarter.
12/31/x1 Income tax expense 36,666
Income taxes payable 36,666

To record guarterly income tax liability.

1/1/x2 Income taxes payable 36.666
Federal tax credits 36,666
To record the use of tax credits in the quarter.
3/31/x2 Income tax expense 36,668
Income taxes payable 36,668
To record quarterly income tax liability.
2l e epas bl He0nn
4/1/x2 Income taxes payable 36,668
Deferred gains on acquired tax credits 10,000
Other Income 10,000
Federal tax credits 36,668
——OtherIncome Ho0nh
—Federal tax-ecredits 100110,000
To record the use of premirmm-tax credits in the quarter.—inexeess-of-cost-andrecognizea
O LI IFE2IAT I o7 11 ntheo 113 e (Tho A4 1110990 C() a7 1199 1o

parabtesronld-stitl-be-dier

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and
minutes/SAPWG/Att 1G_22-14b - SSAP No 94R - State and Federal Tax Credits.docx
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Statutory Accounting Principles (E) Working Group
Maintenance Agenda Submission Form
Form A
Issue: ASU 2023-03—Amendments to SEC Paragraphs

Check (applicable entity):

P/C Life Health
Modification of Existing SSAP = X X
New Issue or SSAP [] [] L]
Interpretation [] L] L]

Description of Issue:

In July of 2023 FASB issued ASU 2023-03, Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting
Bulletin No. 120, SEC Staff Announcement at the March 24, 2022, EITF Meeting, and Staff Accounting Bulletin
Topic 6.B, Accounting Series Release 280—General Revision of Regulation S-X: Income or Loss Applicable to
Common Stock, which amends SEC paragraphs from the Accounting Standards Codification based on the issuance
of SEC Staff Accounting Bulletin (SAB) 120, the March 24, 2022 EITF meeting SEC staff announcement, and
SAB Topic 6.B “Accounting Series Release No. 280 — General Revision of Regulation S-X: Income or Loss
Applicable to Common Stock. This ASU updates various aspects of SEC guidance on stock compensation and
equity-based payments.

Existing Authoritative Literature:
Historically, SEC guidance from ASUs have been rejected as not applicable for statutory accounting in Appendix
D. Regardless, all ASUs are reviewed for statutory accounting purposes to determine if the guidance should be
considered for statutory accounting.

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

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

Convergence with International Financial Reporting Standards (IFRS): None

Staff Recommendation:

NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP
clarification, and expose revisions to Appendix D—Nonapplicable GAAP Pronouncements to reject ASU 2023-
03, Amendments to SEC Paragraphs as not applicable to statutory accounting. This item is proposed to be
rejected as not applicable as the ASU is specific to amendment of SEC paragraphs, which are not applicable for
statutory accounting purposes.

Staff Review Completed by: William Oden — October 2023

Status:

On December 1, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active
listing, categorized as a SAP clarification and exposed revisions to Appendix D—Nonapplicable GAAP
Pronouncements to reject ASU 2023-03—Amendments to SEC Paragraphs as not applicable for statutory
accounting.
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On March 16, 2024, the Statutory Accounting Principles (E) Working Group adopted, as final, the exposed revisions
to Appendix D—Nonapplicable GAAP Pronouncements to reject ASU 2023-03, Amendments to SEC Paragraphs
as not applicable to statutory accounting.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/Att
1H 23-25 - ASU 2023-03 - SEC Updates.docx
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Statutory Accounting Principles (E) Working Group
Maintenance Agenda Submission Form
Form A
Issue: ASU 2023-04—Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 121

Check (applicable entity):

P/C Life Health
Modification of Existing SSAP = X X
New Issue or SSAP [] [] L]
Interpretation [] L] L]

Description of Issue:

In August of 2023 FASB issued ASU 2023-04, Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting
Bulletin No. 121, which amends SEC paragraphs from the Accounting Standards Codification for the issuance of
SEC Staff Accounting Bulletin (SAB) 121 which provides guidance on accounting for obligations to safeguard
Crypto-Assets an entity holds for its platform users.

Existing Authoritative Literature:
Historically, SEC guidance from ASUs have been rejected as not applicable for statutory accounting in Appendix
D. Regardless, all ASUs are reviewed for statutory accounting purposes to determine if the guidance should be
considered for statutory accounting.

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):

In May 2021, the Working Group issued INT 21-01: Accounting for Cryptocurrencies, which provided guidance
for the statutory accounting treatment of cryptocurrencies. INT 21-01 establishes that directly held cryptocurrencies
have not been identified in the Accounting Practices and Procedures Manual (AP&P Manual) as an admitted asset,
and do not meet the definition of any admitted asset that is defined in the AP&P Manual. Accordingly, by default
they are a nonadmitted asset per SSAP No. 4—Assets and Nonadmitted Assets, paragraph 3, as they are not
specifically identified in the Accounting Practices and Procedures Manual as an admitted asset.

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

Convergence with International Financial Reporting Standards (IFRS): None

Staff Recommendation:

NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP
clarification, and expose revisions to Appendix D—Nonapplicable GAAP Pronouncements to reject ASU 2023-
04, Amendments to SEC Paragraphs as not applicable to statutory accounting. This item is proposed to be
rejected as not applicable as the ASU is specific to amendment of SEC paragraphs, which are generally not
applicable for statutory accounting purposes.

Staff Review Completed by: Jake Stultz — October 2023
Status:

On December 1, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active
listing, categorized as a SAP clarification and exposed revisions to Appendix D—Nonapplicable GAAP
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Pronouncements to reject ASU 2023-04—Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting
Bulletin No. 121 as not applicable for statutory accounting.

On March 16, 2024, the Statutory Accounting Principles (E) Working Group adopted, as final, the exposed revisions
to Appendix D—Nonapplicable GAAP Pronouncements to reject ASU 2023-04, Amendments to SEC Paragraphs
Pursuant to SEC Staff Accounting Bulletin No. 121 as not applicable to statutory accounting.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/Att
11_23-27 - ASU 2023-04 - SEC Updates - Crypto.docx

© 2024 National Association of Insurance Commissioners 2



Attachment One-)
Accounting Practices and Procedures (E) Task Force
3/17/24

Ref #2023-29

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

Form A
Issue: IMR / AVR Preferred Stock
Check (applicable entity):
P/C Life Health
Modification of Existing SSAP [] X []
New Issue or SSAP [] [] []
Interpretation [] [] L]

Description of Issue: This agenda item has been developed to update guidance for the Interest Maintenance Reserve
(IMR) and the Asset Valuation Reserve (AVR) in the Annual Statement (A/S) Instructions for perpetual preferred
stock, which includes SVO-Identified Preferred Stock ETFs. The existing IMR/AVR guidance is based on
measurement of preferred stock based on NAIC designation. However, statutory accounting revisions effective in
2021 revised the measurement method for perpetual preferred stock to always reflect fair value, not to exceed any
currently effective call price, regardless of NAIC designation. Furthermore, with dedicated reporting lines
established to separate redeemable and perpetual preferred stock, the reporting of NAIC designations was revised
and no longer references an “RP” or “P.” These revisions were incorporated as perpetual preferred stock is more
akin to an equity instrument, as it is not required to be redeemed by the issuing entity or at the option of the investor.
At the time of this measurement method change, corresponding revisions to the IMR/AVR instructions were not
reflected. As such, the existing IMR/AVR guidance directs realized gains/loss treatment for all preferred stock
based on the NAIC designation during the holding period and refers to the prior designation classifications.

This agenda item proposes to clarify that realized gains and losses on perpetual preferred stock shall not be added
to the IMR, regardless of NAIC designation, and shall follow the same concepts that exist for common stock in
reporting realized gains/losses to the AVR. This agenda item does not propose to change the concepts for
redeemable preferred stock, which is more akin to a debt instrument, but proposes to clarify the guidance so
application based on the type of structure is clear. Separate reporting of perpetual preferred stock and redeemable
preferred stock is already included on Schedule D-2-1: Preferred Stock.

For the revisions proposed in this agenda item, the guidance for redeemable preferred stock will not be revised and
will continue to classify realized gains/losses between the IMR and AVR based on NAIC designation. This guidance
indicates that if the designation was a 4-6 at any time during the holding period, the realized gain or loss would go
to AVR as non-interest related gains or losses. This agenda item does not intend to confirm that the allocation
approach for redeemable preferred stock is appropriate and is strictly focused on ensuring that the current annual
statement instructions for IMR/AVR corresponds with the current accounting and reporting guidance for perpetual
preferred stocks. As detailed in the recommendation, discussion on whether use of NAIC designation for
redeemable preferred stock is appropriate is proposed to occur as part of the long-term IMR project.

Existing Authoritative Literature:
o SSAP No. 7—Asset Valuation Reserve and Interest Maintenance Reserve

SCOPE OF STATEMENT

1. This statement establishes statutory accounting principles for an asset valuation reserve (AVR) and an
interest maintenance reserve (IMR) for life and accident and health insurance companies, excluding
separate accounts. Separate account AVR/IMR reporting is addressed in SSAP No. 56—Separate
Accounts.
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SUMMARY CONCLUSION

2. Life and accident and health insurance companies shall recognize liabilities for an AVR and an IMR.
The AVR is intended to establish a reserve to offset potential credit-related investment losses on all
invested asset categories excluding cash, policy loans, premium notes, collateral notes and income
receivable. The IMR defers recognition of the realized capital gains and losses resulting from changes
in the general level of interest rates. These gains and losses shall be amortized into investment income
over the expected remaining life of the investments sold. The IMR also applies to certain liability
gains/losses related to changes in interest rates. These gains and losses shall be amortized into
investment income over the expected remaining life of the liability released.

3. The IMR and AVR shall be calculated and reported as determined per guidance in the SSAP for the
specific type of investment (e.g., SSAP No. 43R for loan-backed and structured securities), or if not
specifically stated in the respective SSAP, in accordance with the NAIC Annual Statement Instructions
for Life and Accident and Health Insurance Companies.

Effective Date and Transition

4. This statement is effective for years beginning January 1, 2001. A change resulting from the adoption
of this statement shall be accounted for as a change in accounting principle in accordance with SSAP
No. 3—Accounting Changes and Corrections of Errors.

e A/S Instructions — Life, Accident and Health / Fraternal Companies
(This reflects 2023 guidance. Agenda item 2023-15 proposes revisions to address specific allocations to the IMR
that may not reflect interest-related losses.)

Interest Maintenance Reserve (IMR)

Line2 - Current Year's Realized Pre-tax Capital Gains (Losses) of $ Transferred into the
Reserve Net of Taxes of $

Include interest-rate-related realized capital gains (losses), net of capital gains tax thereon. All
realized capital gains (losses) transferred to the IMR are net of capital gains taxes thereon.
Exclude non-interest-related (default) realized capital gains and (losses), realized capital gains
(losses) on equity investments, and unrealized capital gains (losses).

All realized capital gains (losses), due to interest rate changes on fixed income investments,
net of related capital gains tax, should be captured in the IMR and amortized into income
(Column 2, Lines 1 through 31) according to Table 1 or the seriatim method. Realized capital
gains (losses) must be classified as either interest (IMR) or non-interest (AVR) related, not a
combination except as specified in SSAP No. 43R—Loan-Backed and Structured Securities.
Purchase lots with the same CUSIP are treated as individual assets for IMR and Asset
Valuation Reserve (AVR) purposes.

Exclude those capital gains and (losses) that, in accordance with contract terms have been
used to directly increase or (decrease) contract benefit payments or reserves during the
reporting period. The purpose of this exclusion is to avoid the duplicate utilization of such gains
and (losses).

Capital gains tax should be determined using the method developed by the company to allocate
taxes used for statutory financial reporting purposes. By capturing the realized capital gains
(losses) net of tax, the capital gains tax associated with those capital gains (losses) due to an
interest rate change is charged or credited to the IMR and amortized in proportion to the before-
tax amortization.

Include realized capital gains (losses) on:
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Debt securities (excluding loan-backed and structured securities) and preferred stocks
whose National Association of Insurance Commissioners (NAIC)/Securities Valuation
Office (SVO) designation at the end of the holding period is NOT different from its NAIC
designation at the beginning of the holding period by more than one NAIC designation.
Exclude any such gains (losses) exempt from the IMR.

Exchange Traded Funds (ETFs) as listed on the SVO Identified Bond ETF List (thereafter
subject to bond IMR guidelines) and the SVO Identified Preferred Stock ETF List (thereafter
subject to preferred stock IMR guidelines). Include any capital gains (losses) realized by
the Company, whether from sale of the ETF or capital gains distributions by the ETF. If the
ETF is removed from either SVO ETF list, the ETF is reported and treated as common
stock, with any capital gains/(losses) excluded from the IMR.

SVO Identified Funds designated for systematic value
Called bonds, tendered bonds, and sinking fund payments.
Mortgage loans where:

Interest is NOT more than 90 days past due, or
The loan is NOT in process of foreclosure, or

The loan is NOT in course of voluntary conveyance, or
The terms of the loan have NOT been restructured during the prior two years.

Additional Provisions for Including/Excluding Gains (Losses) from IMR:

Mortgage loan prepayment penalties are not included in IMR. Treat them as regular
investment income.

Interest-related gains (losses) realized on directly held capital and surplus notes reported
on Schedule BA should be transferred to the IMR in the same manner as similar gains and
(losses) on fixed income assets held on Schedule D. A capital gain (loss) on such a note
is classified as an interest rate gain if the note is eligible for amortized-value accounting at
both the time of acquisition and the time of disposition.

Determination of IMR gain (loss) on multiple lots of the same securities should follow the
underlying accounting treatment in determining the gain (loss). Thus, the designation, on
a purchase lot basis, should be compared to the designation at the end of the holding
period to determine IMR or AVR gain or (loss).

Realized capital gains (losses) on any debt security (excluding loan-backed and structured
securities) that has had an NAIC/SVO designation of 6 at any time during the holding period
should be excluded from the IMR and included as a non-interest-related gain (loss) in the
AVR.

Realized capital gains (losses) on any preferred stock that had an NAIC/SVO
designation of RP4, RP5 or RP6 or P4, P5 or P6 at any time during the holding period
should be reported as non-interest-related gains (losses) in the AVR.

The holding period for debt securities (excluding loan-backed and structured securities)
and preferred stocks is defined as the period from the date of purchase to the date of sale.
For the end of period classification, the most recent available designation should be used.
For bonds acquired before Jan. 1, 1991, the holding period is presumed to have begun on
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Dec. 31, 1990. For preferred stocks acquired before Jan. 1, 1993, the holding period is
presumed to have begun on Dec. 31, 1992. For SVO Identified ETFs, the holding period is
defined as one calendar year to expected maturity. For SVO Identified Funds designated
for systematic value, the holding period is the weighted-average life of the underlying
bonds.

In accordance with SSAP No. 26R—Bonds, securities with other-than-temporary

impairment losses shall be recorded entirely to either AVR or IMR and not bifurcated
between interest and non-interest components.

Asset Valuation Reserve (AVR)

Line 2 — Realized Capital Gains (Losses) Net of Taxes — General Account

Report all realized non-interest-related (default) and equity capital gains (losses), net of
capital gains tax, applicable to the assets in each component and sub-component. All
realized capital gains (losses) transferred to the AVR are net of capital gains taxes
thereon. Exclude all interest rate-related capital gains (losses) from the AVR.

Capital gains tax should be determined using the method developed by the company to allocate
taxes used for statutory financial reporting purposes.

Report all realized capital gains (losses), net of capital gains tax, on each debt security
(excluding loan-backed and structured securities) whose NAIC/SVO designation at the end of
the holding period is different from its NAIC/SVO designation at the beginning of the holding
period by more than one NAIC/SVO designation. The holding period is defined as the period
from the date of purchase to the date of sale. For end of period classification, the most recent
available designation should be used. For bonds acquired before Jan. 1, 1991, the holding
period is presumed to have begun on Dec. 31, 1990.

Determination of AVR gain (loss) on multiple lots of the same fixed income securities should
follow the underlying accounting treatment in determining gain (loss). Thus, the designation,
on a purchase lot basis, should be compared to the designation at the end of the holding period
to determine IMR or AVR gain or (loss).

In accordance with SSAP No. 26R—Bonds, securities with other-than-temporary impairment
losses shall be recorded entirely to either AVR or IMR and not bifurcated between interest and
non-interest components.

In accordance with SSAP No. 43R—Loan-Backed and Structured Securities, for loan-backed
and structured securities only:

e Other-Than-Temporary Impairment — Non-interest-related other-than-temporary
impairment losses shall be recorded through the AVR. If the reporting entity wrote the
security down to fair value due to the intent to sell or does not have the intent and ability to
retain the investment for a period of time sufficient to recover the amortized cost basis, the
non-interest-related portion of the other-than-temporary impairment losses shall be
recorded through the AVR; the interest related other-than-temporary impairment losses
shall be recorded through the IMR. The analysis for bifurcating impairment losses between
AVR and IMR shall be completed as of the date when the other-than-temporary impairment
is determined.

e Security Sold at a Loss Without Prior OTTI — An entity shall bifurcate the loss into AVR and
IMR portions depending on interest- and non-interest-related declines in accordance with
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the analysis performed as of the date of sale. As such, an entity shall report the loss in
separate AVR and IMR components as appropriate.

e Security Sold at a Loss with Prior OTTI — An entity shall bifurcate the current realized loss
into AVR and IMR portions depending on interest- and non-interest-related declines in
accordance with the analysis performed as of the date of sale. An entity shall not adjust
previous allocations to AVR and IMR that resulted from previous recognition of other-than-
temporary impairments.

e Security Sold at a Gain with Prior OTTIl — An entity shall bifurcate the gain into AVR and
IMR portions depending on interest and non-interest factors in accordance with the
analysis performed as of the date of sale. The bifurcation between AVR and IMR that
occurs as of the date of sale may be different from the AVR and IMR allocation that
occurred at the time of previous other-than-temporary impairments. An entity shall not
adjust previous allocations to AVR and IMR that resulted from previous recognition of
other-than-temporary impairments.

e Security Sold at a Gain Without Prior OTTI — An entity shall bifurcate the gain into AVR
and IMR portions depending on interest and non-interest factors in accordance with the
analysis performed as of the date of sale.

In addition, all gains (losses), net of capital gains tax, on mortgage loans where:

e Interest is more than 90 days past due, or

e The loan is in the process of foreclosure, or

e The loan is in course of voluntary conveyance, or

o The terms of the loan have been restructured during the prior two years

Would be classified as non-interest-related gains (losses).

The gain (loss), net of capital gains tax, on any debt security (excluding loan-backed and
structured securities) that has had an NAIC/SVO designation of “6” at any time during the
holding period should be reported as a credit related gain (loss).

All capital gains (losses), net of capital gains tax, from preferred stock that had an
NAIC/SVO designation of RP4, RP5 or RP6 or P4, P5 or P6 at any time during the holding
period should be reported as on-interest-related gains (losses) in the AVR.

However, for a convertible bond or preferred stock purchased while its conversion value
exceeds its par value, any gain (loss) realized from its sale before conversion must be included
in the Equity Component of the AVR. Conversion Value is defined to mean the number of
shares available currently or at next conversion date multiplied by the stock’s current market
price.

Report all realized equity capital gains (losses), net of capital gains tax, in the appropriate
sub-components.

The following guidance pertains to instruments in Scope of SSAP No. 86—Derivatives:
e For derivative instruments used in hedging transactions, the determination of whether the
capital gains (losses) are allocable to the IMR or the AVR is based on how the underlying

asset is treated. Realized gains (losses), net of capital gains tax, on portfolio or general
hedging instruments should be included with the hedged asset. Gains (losses), net of
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capital gains tax, on hedges used, as specific hedges should be included only if the specific
hedged asset is sold or disposed of.

e For income generation derivative transactions, the determination of whether the capital
gains (losses) are allocable to the IMR or the AVR is based on how the underlying interest
(for a put) or covering asset (for a call, cap or floor) is treated. Realized gains (losses), net
of capital gains tax should be included in the same sub-component where the realized
gains (losses) of the underlying interest (for a put) or covering asset (for a call, cap or floor)
is reported. Refer to SSAP No. 86—Derivatives for accounting guidance.

Realized gains (losses), net of capital gains tax, resulting from the sale of U.S. government
securities and the direct or guaranteed securities of agencies which are backed by the full faith
and credit of the U.S. government are exempt from the AVR. This category is described in the
Investment Schedules General Instructions.

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 Agenda item 2019-04: SSAP No. 32 — Investment Classification Project, resulted with revisions to update
the preferred stock accounting and reporting guidance. These revisions resulted with all perpetual preferred
stock being reported at fair value, not to exceed any currently effective call price, with unrealized gains and
losses accounted for in accordance with SSAP No. 7—Asset Valuation Reserve and Interest Maintenance
Reserve.

e Agenda Item 2023-14: SSAP No. 7—Asset Valuation Reserve and Interest Maintenance Reserve establishes
a broad project to capture accounting guidance for AVR and IMR in SSAP No. 7.

e Agendaltem 2023-15: IMR/AVR Specific Allocations considers revisions to the A/S instructions to address
guidance that prescribes specific allocation to the IMR. These revisions were exposed in August 2023.

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

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

Recommendation:

NAIC staff recommend that the Working Group include this item on their maintenance agenda as a SAP
clarification and expose this agenda item with proposed revisions to the A/S instructions to remove the
guidance that directs all preferred stock to be allocated between IMR/AVR based on NAIC designation. This
agenda item proposes new guidance that corresponds to the accounting and reporting differences for
redeemable and perpetual preferred stock, with all perpetual preferred stock being treated as an equity
instrument similar to common stock. With this approach, all unrealized gains or losses on perpetual
preferred stock will reverse to realized gains or losses in the AVR formula. The revisions also clarify that
SVO-Identified Preferred Stock ETFs shall be treated as perpetual preferred stock (equities) as that is
consistent with the guidance in SSAP No. 32R—Preferred Stock.

(Note: This item is proposed as a SAP Clarification as the revisions to SSAP No. 32R to revise the measurement

method for perpetual preferred stock was a new SAP Concept. The revisions proposed in this agenda item simply
update the IMR/AVR A/S instructions to correspond to those adopted changes.)
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As discussed in the introduction, this agenda item does not propose to alter the current process of using NAIC
designations for redeemable preferred stock in determining whether realized gains or losses should be
allocated to IMR or AVR. However, it should not be perceived that this agenda item confirms retention of
this existing approach. Discussion on the approach to allocate gains/losses incurred from redeemable
preferred stock is recommended for review as part of the long-term project on IMR/AVR. Any comments
received on this dynamic will be addressed as part of that project. As detailed in the A/S instructions, for
preferred stock, the determination for AVR is based on whether the preferred stock was an NAIC 4-6 at any
time during the holding period and not based on a change in NAIC designation.

Staff Note: Shaded guidance reflects sections that have proposed revisions that were exposed in agenda item
2023-15: IMR/AVR Specific Allocations. These changes are accepted only for ease of readability and to prevent
confusion on the proposed revisions related to this agenda item. Whether the revisions from agenda item 2023-15
are adopted will depend on the discussion and action by the Working Group. With the exception of the added
‘redeemable’ in the first shaded paragraph, all of the edits proposed in this agenda item are in separate paragraphs
from agenda item 2023-15.

Interest Maintenance Reserve (IMR)

Line2 - Current Year’s Realized Pre-tax Capital Gains (Losses) of $ Transferred into the
Reserve Net of Taxes of $

Include interest-rate-related realized capital gains (losses), net of capital gains tax thereon. All
realized capital gains (losses) transferred to the IMR are net of capital gains taxes thereon.
Exclude non-interest-related (default) realized capital gains and (losses), realized capital gains
(losses) on equity investments, and unrealized capital gains (losses).

All realized capital gains (losses), due to interest rate changes on fixed income investments,
net of related capital gains tax, should be captured in the IMR and amortized into income
(Column 2, Lines 1 through 31) according to Table 1 or the seriatim method. Realized capital
gains (losses) must be classified as either interest (IMR) or non-interest (AVR) related, not a
combination except as specified in SSAP No. 43R—Loan-Backed and Structured Securities.
Purchase lots with the same CUSIP are treated as individual assets for IMR and Asset
Valuation Reserve (AVR) purposes.

Exclude those capital gains and (losses) that, in accordance with contract terms have been
used to directly increase or (decrease) contract benefit payments or reserves during the
reporting period. The purpose of this exclusion is to avoid the duplicate utilization of such gains
and (losses).

Capital gains tax should be determined using the method developed by the company to allocate
taxes used for statutory financial reporting purposes. By capturing the realized capital gains
(losses) net of tax, the capital gains tax associated with those capital gains (losses) due to an
interest rate change is charged or credited to the IMR and amortized in proportion to the before-
tax amortization.

Include realized capital gains (losses) on:

Debt securities (excluding loan-backed and structured securities) and redeemable
preferred stocks where the realized capital gains (losses) more predominantly reflect
interest-related changes. By default, debt instruments whose National Association of
Insurance Commissioners (NAIC)/Securities Valuation Office (SVO) designation at the end
of the holding period, or within a reasonable amount of time after the reporting entity has
sold/disposed of the instrument, are different from its NAIC designation at the beginning of
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the holding period by more than one NAIC designation or NAIC designation category shall
not be considered to reflect interest-related changes. Gains (losses) from those debt
instruments shall NOT be reported in the IMR and shall be reported in the AVR

Exchange Traded Funds (ETFs) as listed on the SVO Identified Bond ETF List (thereafter
subject to bond IMR guidelines) Hi i
subjectto-preferred-stockHMR-guidelines). linclude any capital gains (losses) realized by
the Company, whether from sale of the ETF or capital gains distributions by the ETF. If the
ETF is removed from either SVO ETF list, the ETF is reported and treated as common
stock, with any capital gains/(losses) excluded from the IMR. (Investments on the SVO-
Identified Preferred Stock List are captured as perpetual preferred stock and treated as
equity investments, with gains and losses excluded from IMR.)

SVO Identified Funds designated for systematic value
Called bonds, tendered bonds, and sinking fund payments.

Mortgage loans where the realized gains (losses) more predominantly reflect interest-
related changes. By default, mortgage loans that meet any of the following criteria shall not
be considered to reflect interest-related losses. Realized gains (losses) from mortgage
loans with these characteristics shall be reported in the AVR:

e Any mortgage loan sold/disposed with an established valuation allowance under
SSAP No. 37, or

e Interest is more than 90 days past due, or

e The loan is in process of foreclosure, or

e The loan is in course of voluntary conveyance, or

e The terms of the loan have been restructured during the prior two years.
Additional Provisions for Including/Excluding Gains (Losses) from IMR:

Mortgage loan prepayment penalties are not included in IMR. Treat them as regular
investment income.

Interest-related gains (losses) realized on directly held capital and surplus notes reported
on Schedule BA should be transferred to the IMR in the same manner as similar gains and
(losses) on fixed income assets held on Schedule D. A capital gain (loss) on such a note
is classified as an interest rate gain if the note is eligible for amortized-value accounting at
both the time of acquisition and the time of disposition.

Determination of IMR gain (loss) on multiple lots of the same securities should follow the
underlying accounting treatment in determining the gain (loss). Thus, the designation, on
a purchase lot basis, should be compared to the designation at the end of the holding
period to determine IMR or AVR gain or (loss).

Realized capital gains (losses) on any debt security (excluding loan-backed and structured
securities) that has had an NAIC/SVO designation of 6 at any time during the holding period
should be excluded from the IMR and included as a non-interest-related gain (loss) in the
AVR.
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Realized capital gains (losses) on any-redeemable preferred stock that had an NAIC/SVO
designation of 4-6 RP4-RP5-orRP6-or P4 P5-0rP6 at any time during the holding period
should be reported as non-interest-related gains (losses) in the AVR.

The holding period for debt securities (excluding loan-backed and structured securities)
and redeemable preferred stocks is defined as the period from the date of purchase to the
date of sale. For the end of period classification, the most recent available designation
should be used. For bonds acquired before Jan. 1, 1991, the holding period is presumed
to have begun on Dec. 31, 1990. For redeemable preferred stocks acquired before Jan. 1,
1993, the holding period is presumed to have begun on Dec. 31, 1992. For SVO Identified
Bond ETFs, the holding period is defined as one calendar year to expected maturity. For
SVO Identified Bond ETFs Funds-designated for systematic value, the holding period is
the weighted-average life of the underlying bonds.

In accordance with SSAP No. 26R—Bonds, securities with other-than-temporary

impairment losses shall be recorded entirely to either AVR or IMR and not bifurcated
between interest and non-interest components.

Asset Valuation Reserve (AVR)

Line 2 — Realized Capital Gains (Losses) Net of Taxes — General Account

Report all realized non-interest-related (default) and equity capital gains (losses)_(which
includes, but is not limited to, common stock, perpetual preferred stock and SVO-Identified
Preferred Stock ETFs), net of capital gains tax, applicable to the assets in each component
and sub-component. All realized capital gains (losses) transferred to the AVR are net of capital
gains taxes thereon. Exclude all interest rate-related capital gains (losses) from the AVR.

Capital gains tax should be determined using the method developed by the company to allocate
taxes used for statutory financial reporting purposes.

Report all realized capital gains (losses), net of capital gains tax, on each debt security
(excluding loan-backed and structured securities) where the realized capital gains (losses)
more predominantly reflect non-interest-related changes. By default, debt instruments whose
NAIC/SVO designation at the end of the holding period, or within a reasonable amount of time
after the reporting entity has sold/disposed of the instrument, is different from its NAIC/SVO
designation at the beginning of the holding period by more than one NAIC designation or NAIC
designation category shall be considered to reflect non-interest-related changes. Gains
(losses) from those debt instruments shall be reported in the AVR.

Determination of AVR gain (loss) on multiple lots of the same fixed income securities should
follow the underlying accounting treatment in determining gain (loss). Thus, the designation,
on a purchase lot basis, should be compared to the designation at the end of the holding period
to determine IMR or AVR gain or (loss).

In accordance with SSAP No. 26R—Bonds, securities with other-than-temporary impairment
losses shall be recorded entirely to either AVR or IMR and not bifurcated between interest and
non-interest components.

In accordance with SSAP No. 43R—Loan-Backed and Structured Securities, for loan-backed
and structured securities only:
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o Other-Than-Temporary Impairment — Non-interest-related other-than-temporary
impairment losses shall be recorded through the AVR. If the reporting entity wrote the
security down to fair value due to the intent to sell or does not have the intent and ability to
retain the investment for a period of time sufficient to recover the amortized cost basis, the
non-interest-related portion of the other-than-temporary impairment losses shall be
recorded through the AVR; the interest related other-than-temporary impairment losses
shall be recorded through the IMR. The analysis for bifurcating impairment losses between
AVR and IMR shall be completed as of the date when the other-than-temporary impairment
is determined.

e Security Sold at a Loss Without Prior OTTI — An entity shall bifurcate the loss into AVR and
IMR portions depending on interest- and non-interest-related declines in accordance with
the analysis performed as of the date of sale. As such, an entity shall report the loss in
separate AVR and IMR components as appropriate.

e Security Sold at a Loss with Prior OTTI — An entity shall bifurcate the current realized loss
into AVR and IMR portions depending on interest- and non-interest-related declines in
accordance with the analysis performed as of the date of sale. An entity shall not adjust
previous allocations to AVR and IMR that resulted from previous recognition of other-than-
temporary impairments.

e Security Sold at a Gain with Prior OTTI — An entity shall bifurcate the gain into AVR and
IMR portions depending on interest and non-interest factors in accordance with the
analysis performed as of the date of sale. The bifurcation between AVR and IMR that
occurs as of the date of sale may be different from the AVR and IMR allocation that
occurred at the time of previous other-than-temporary impairments. An entity shall not
adjust previous allocations to AVR and IMR that resulted from previous recognition of
other-than-temporary impairments.

e Security Sold at a Gain Without Prior OTTI — An entity shall bifurcate the gain into AVR
and IMR portions depending on interest and non-interest factors in accordance with the
analysis performed as of the date of sale.

In addition, all gains (losses), net of capital gains tax, on mortgage loans where the realized
gains (losses) more predominantly reflect non-interest-related changes. By default, mortgage
loans that meet any of the following criteria shall be considered to reflect non-interest-related
changes and realized gains (losses) from mortgage loans with these characteristics shall be
reported in the AVR:

¢ Any mortgage loan sold/disposed with an established valuation allowance under SSAP
No. 37, or
e |Interest is more than 90 days past due, or

e The loan is in the process of foreclosure, or
e The loan is in course of voluntary conveyance, or
e The terms of the loan have been restructured during the prior two years

The gain (loss), net of capital gains tax, on any debt security (excluding loan-backed and
structured securities) that has had an NAIC/SVO designation of “6” at any time during the
holding period should be reported as a credit related gain (loss).
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All capital gains (losses), net of capital gains tax, from redeemable preferred stock that had an
NAIC/SVO designation of 4-6 RP4,-RP5-orRP6-orP4,-P5-0orP6-at any time during the holding
period should be reported as non-interest-related gains (losses) in the AVR.

However, for a convertible bond or redeemable preferred stock purchased while its conversion
value exceeds its par value, any gain (loss) realized from its sale before conversion must be
included in the Equity Component of the AVR. Conversion Value is defined to mean the number
of shares available currently or at next conversion date multiplied by the stock’s current market
price.

Report all realized equity capital gains (losses), net of capital gains tax, in the appropriate
sub-components.

The following guidance pertains to instruments in Scope of SSAP No. 86—Derivatives:

o For derivative instruments used in hedging transactions, the determination of whether the
capital gains (losses) are allocable to the IMR or the AVR is based on how the underlying
asset is treated. Realized gains (losses), net of capital gains tax, on portfolio or general
hedging instruments should be included with the hedged asset. Gains (losses), net of
capital gains tax, on hedges used, as specific hedges should be included only if the specific
hedged asset is sold or disposed of.

e For income generation derivative transactions, the determination of whether the capital
gains (losses) are allocable to the IMR or the AVR is based on how the underlying interest
(for a put) or covering asset (for a call, cap or floor) is treated. Realized gains (losses), net
of capital gains tax should be included in the same sub-component where the realized
gains (losses) of the underlying interest (for a put) or covering asset (for a call, cap or floor)
is reported. Refer to SSAP No. 86—Derivatives for accounting guidance.

Realized gains (losses), net of capital gains tax, resulting from the sale of U.S. government
securities and the direct or guaranteed securities of agencies which are backed by the full faith
and credit of the U.S. government are exempt from the AVR. This category is described in the
Investment Schedules General Instructions.

Staff Review Completed by: Julie Gann - NAIC Staff, September 2023

Status:

On December 1, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active
listing, categorized as a SAP clarification and exposed revisions, as illustrated above, to the annual statement
instructions to remove the guidance that directs all preferred stock to be allocated between IMR/AVR based on
NAIC designation, and clarify that perpetual preferred stock, which includes SVO-Identified Preferred Stock ETFs
shall reported as equities through AVR.

On March 16, 2024, the Statutory Accounting Principles (E) Working Group adopted, as final, the proposed
revisions to the annual statement instructions to remove the guidance that directs all preferred stock to be allocated
between IMR/AVR based on NAIC designation, and clarify that perpetual preferred stock, which includes SVO-
Identified Preferred Stock ETFs, as well as all mandatorily convertible preferred stock (regardless of redeemable
or perpetual) shall reported through the AVR. The adopted revisions are shown below. (Revisions from the exposure
pertain to inclusion of guidance for mandatorily convertible preferred stock.) The proposed revisions will be
considered by the Blanks (E) Working Group for year-end 2024. This agenda item did not result in SAP revisions.
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Adopted Revisions:
Staff Note: Shaded guidance reflects sections with revisions discussed under agenda item 2023-15: IMR/AVR
Specific Allocations. Agenda item 2023-15 should be reviewed for the adopted revisions to those sections. With the

exception of the added ‘redeemable’ in the first shaded paragraph, all of the edits in this agenda item are in separate
paragraphs from agenda item 2023-15.

Interest Maintenance Reserve (IMR)

Line2 - Current Year’s Realized Pre-tax Capital Gains (Losses) of $ Transferred into the
Reserve Net of Taxes of $

Include interest-rate-related realized capital gains (losses), net of capital gains tax thereon. All
realized capital gains (losses) transferred to the IMR are net of capital gains taxes thereon.
Exclude non-interest-related (default) realized capital gains and (losses), realized capital gains
(losses) on equity investments, and unrealized capital gains (losses).

All realized capital gains (losses), due to interest rate changes on fixed income investments,
net of related capital gains tax, should be captured in the IMR and amortized into income
(Column 2, Lines 1 through 31) according to Table 1 or the seriatim method. Realized capital
gains (losses) must be classified as either interest (IMR) or non-interest (AVR) related, not a
combination except as specified in SSAP No. 43R—Loan-Backed and Structured Securities.
Purchase lots with the same CUSIP are treated as individual assets for IMR and Asset
Valuation Reserve (AVR) purposes.

Exclude those capital gains and (losses) that, in accordance with contract terms have been
used to directly increase or (decrease) contract benefit payments or reserves during the
reporting period. The purpose of this exclusion is to avoid the duplicate utilization of such gains
and (losses).

Capital gains tax should be determined using the method developed by the company to allocate
taxes used for statutory financial reporting purposes. By capturing the realized capital gains
(losses) net of tax, the capital gains tax associated with those capital gains (losses) due to an
interest rate change is charged or credited to the IMR and amortized in proportion to the before-
tax amortization.

Include realized capital gains (losses) on:

Debt securities (excluding loan-backed and structured securities) and redeemable
preferred stocks where the realized capital gains (losses) more predominantly reflect
interest-related changes. By default, debt instruments whose National Association of
Insurance Commissioners (NAIC)/Securities Valuation Office (SVO) designation at the end
of the holding period, or within a reasonable amount of time after the reporting entity has
sold/disposed of the instrument, are different from its NAIC designation at the beginning of
the holding period by more than one NAIC designation or NAIC designation category shall
not be considered to reflect interest-related changes. Gains (losses) from those debt
instruments shall NOT be reported in the IMR and shall be reported in the AVR

Exchange Traded Funds (ETFs) as listed on the SVO Identified Bond ETF List (thereafter
subject to bond IMR guidelines) H i

ncthe i o e atdiad Beataeac Sto sl  ETUE Lok hoconties
subjectto-preferred-stockHMR-guidelines). linclude any capital gains (losses) realized by
the Company, whether from sale of the ETF or capital gains distributions by the ETF. If the
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ETF is removed from either SVO ETF list, the ETF is reported and treated as common
stock, with any capital gains/(losses) excluded from the IMR. (Mandatory convertible
preferred stocks (regardless of if redeemable or perpetual) and investments on the SVO-
Identified Preferred Stock List are captured as perpetual preferred stock and treated as
equity investments, with gains and losses excluded from IMR.)

SVO lIdentified Funds designated for systematic value
Called bonds, tendered bonds, and sinking fund payments.

Mortgage loans where the realized gains (losses) more predominantly reflect interest-
related changes. By default, mortgage loans that meet any of the following criteria shall not
be considered to reflect interest-related losses. Realized gains (losses) from mortgage
loans with these characteristics shall be reported in the AVR:

e Any mortgage loan sold/disposed with an established valuation allowance under
SSAP No. 37, or

e Interest is more than 90 days past due, or

e The loan is in process of foreclosure, or

e The loan is in course of voluntary conveyance, or

e The terms of the loan have been restructured during the prior two years.
Additional Provisions for Including/Excluding Gains (Losses) from IMR:

Mortgage loan prepayment penalties are not included in IMR. Treat them as regular
investment income.

Interest-related gains (losses) realized on directly held capital and surplus notes reported
on Schedule BA should be transferred to the IMR in the same manner as similar gains and
(losses) on fixed income assets held on Schedule D. A capital gain (loss) on such a note
is classified as an interest rate gain if the note is eligible for amortized-value accounting at
both the time of acquisition and the time of disposition.

Determination of IMR gain (loss) on multiple lots of the same securities should follow the
underlying accounting treatment in determining the gain (loss). Thus, the designation, on
a purchase lot basis, should be compared to the designation at the end of the holding
period to determine IMR or AVR gain or (loss).

Realized capital gains (losses) on any debt security (excluding loan-backed and structured
securities) that has had an NAIC/SVO designation of 6 at any time during the holding period
should be excluded from the IMR and included as a non-interest-related gain (loss) in the
AVR.

Realized capital gains (losses) on ary-redeemable preferred stock that had an NAIC/SVO
designation of 4-6 RP4,-RP5-orRP6-orP4,P5-0rP6 at any time during the holding period
should be reported as non-interest-related gains (losses) in the AVR.

The holding period for debt securities (excluding loan-backed and structured securities)

and redeemable preferred stocks is defined as the period from the date of purchase to the
date of sale. For the end of period classification, the most recent available designation
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should be used. For bonds acquired before Jan. 1, 1991, the holding period is presumed
to have begun on Dec. 31, 1990. For redeemable preferred stocks acquired before Jan. 1,
1993, the holding period is presumed to have begun on Dec. 31, 1992. For SVO Identified
Bond ETFs, the holding period is defined as one calendar year to expected maturity. For
SVO Identified Bond ETFs Funds-designated for systematic value, the holding period is
the weighted-average life of the underlying bonds.

In accordance with SSAP No. 26R—Bonds, securities with other-than-temporary
impairment losses shall be recorded entirely to either AVR or IMR and not bifurcated
between interest and non-interest components.

Asset Valuation Reserve (AVR)

Line 2 — Realized Capital Gains (Losses) Net of Taxes — General Account

Report all realized non-interest-related (default) and equity capital gains (losses) (which
includes, but is not limited to, common stock, perpetual preferred stock, mandatory convertible
preferred stocks (regardless of if redeemable or perpetual) and SVO-ldentified Preferred Stock
ETFs), net of capital gains tax, applicable to the assets in each component and sub-component.
All realized capital gains (losses) transferred to the AVR are net of capital gains taxes thereon.
Exclude all interest rate-related capital gains (losses) from the AVR.

Capital gains tax should be determined using the method developed by the company to allocate
taxes used for statutory financial reporting purposes.

Report all realized capital gains (losses), net of capital gains tax, on each debt security
(excluding loan-backed and structured securities) where the realized capital gains (losses)
more predominantly reflect non-interest-related changes. By default, debt instruments whose
NAIC/SVO designation at the end of the holding period, or within a reasonable amount of time
after the reporting entity has sold/disposed of the instrument, is different from its NAIC/SVO
designation at the beginning of the holding period by more than one NAIC designation or NAIC
designation category shall be considered to reflect non-interest-related changes. Gains
(losses) from those debt instruments shall be reported in the AVR.

Determination of AVR gain (loss) on multiple lots of the same fixed income securities should
follow the underlying accounting treatment in determining gain (loss). Thus, the designation,
on a purchase lot basis, should be compared to the designation at the end of the holding period
to determine IMR or AVR gain or (loss).

In accordance with SSAP No. 26R—Bonds, securities with other-than-temporary impairment
losses shall be recorded entirely to either AVR or IMR and not bifurcated between interest and
non-interest components.

In accordance with SSAP No. 43R—Loan-Backed and Structured Securities, for loan-backed
and structured securities only:

e Other-Than-Temporary Impairment — Non-interest-related other-than-temporary
impairment losses shall be recorded through the AVR. If the reporting entity wrote the
security down to fair value due to the intent to sell or does not have the intent and ability to
retain the investment for a period of time sufficient to recover the amortized cost basis, the
non-interest-related portion of the other-than-temporary impairment losses shall be
recorded through the AVR; the interest related other-than-temporary impairment losses
shall be recorded through the IMR. The analysis for bifurcating impairment losses between
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AVR and IMR shall be completed as of the date when the other-than-temporary impairment
is determined.

e Security Sold at a Loss Without Prior OTTI — An entity shall bifurcate the loss into AVR and
IMR portions depending on interest- and non-interest-related declines in accordance with
the analysis performed as of the date of sale. As such, an entity shall report the loss in
separate AVR and IMR components as appropriate.

e Security Sold at a Loss with Prior OTTI — An entity shall bifurcate the current realized loss
into AVR and IMR portions depending on interest- and non-interest-related declines in
accordance with the analysis performed as of the date of sale. An entity shall not adjust
previous allocations to AVR and IMR that resulted from previous recognition of other-than-
temporary impairments.

e Security Sold at a Gain with Prior OTTI — An entity shall bifurcate the gain into AVR and
IMR portions depending on interest and non-interest factors in accordance with the
analysis performed as of the date of sale. The bifurcation between AVR and IMR that
occurs as of the date of sale may be different from the AVR and IMR allocation that
occurred at the time of previous other-than-temporary impairments. An entity shall not
adjust previous allocations to AVR and IMR that resulted from previous recognition of
other-than-temporary impairments.

e Security Sold at a Gain Without Prior OTTI — An entity shall bifurcate the gain into AVR
and IMR portions depending on interest and non-interest factors in accordance with the
analysis performed as of the date of sale.

In addition, all gains (losses), net of capital gains tax, on mortgage loans where the realized
gains (losses) more predominantly reflect non-interest-related changes. By default, mortgage
loans that meet any of the following criteria shall be considered to reflect non-interest-related
changes and realized gains (losses) from mortgage loans with these characteristics shall be
reported in the AVR:

¢ Any mortgage loan sold/disposed with an established valuation allowance under SSAP
No. 37, or

e Interest is more than 90 days past due, or

e The loan is in the process of foreclosure, or

e The loan is in course of voluntary conveyance, or

e The terms of the loan have been restructured during the prior two years

The gain (loss), net of capital gains tax, on any debt security (excluding loan-backed and
structured securities) that has had an NAIC/SVO designation of “6” at any time during the
holding period should be reported as a credit related gain (loss).

All capital gains (losses), net of capital gains tax, from redeemable preferred stock that had an
NAIC/SVO designation of 4-6 RP4,-RP5-orRP6-orP4P5-orP6-at any time during the holding
period should be reported as non-interest-related gains (losses) in the AVR.

However, for a convertible bond or redeemable preferred stock purchased while its conversion
value exceeds its par value, any gain (loss) realized from its sale before conversion must be
included in the Equity Component of the AVR. Conversion Value is defined to mean the number
of shares available currently or at next conversion date multiplied by the stock’s current market
price.
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Report all realized equity capital gains (losses), net of capital gains tax, in the appropriate
sub-components.

The following guidance pertains to instruments in Scope of SSAP No. 86—Derivatives:

e For derivative instruments used in hedging transactions, the determination of whether the
capital gains (losses) are allocable to the IMR or the AVR is based on how the underlying
asset is treated. Realized gains (losses), net of capital gains tax, on portfolio or general
hedging instruments should be included with the hedged asset. Gains (losses), net of
capital gains tax, on hedges used, as specific hedges should be included only if the specific
hedged asset is sold or disposed of.

e For income generation derivative transactions, the determination of whether the capital
gains (losses) are allocable to the IMR or the AVR is based on how the underlying interest
(for a put) or covering asset (for a call, cap or floor) is treated. Realized gains (losses), net
of capital gains tax should be included in the same sub-component where the realized
gains (losses) of the underlying interest (for a put) or covering asset (for a call, cap or floor)
is reported. Refer to SSAP No. 86—Derivatives for accounting guidance.

Realized gains (losses), net of capital gains tax, resulting from the sale of U.S. government
securities and the direct or guaranteed securities of agencies which are backed by the full faith
and credit of the U.S. government are exempt from the AVR. This category is described in the
Investment Schedules General Instructions.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/
Att 1J_23-29 - IMR Preferred Stock.docx
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Statutory Accounting Principles (E) Working Group
Maintenance Agenda Submission Form
Form A

Issue: Admissibility Requirements of Investments in Downstream Holding Companies

Check (applicable entity):

P/C Life Health
Modification of Existing SSAP = X X
New Issue or SSAP ] L] [ ]

Interpretation [] [] []

Description of Issue: This agenda item is the result of regulator comments received on the existing guidance in
SSAP No. 97—Investments in Subsidiary, Controlled and Affiliated Entities, paragraph 24, and is intended to update
the language in paragraph 24 on audits and admissibility to better align with guidance in paragraphs 26 and 27 on
the look-through methodology. The current SSAP No. 97, paragraph 24 guidance states “if the downstream
noninsurance holding company does not meet the requirements of paragraph 26, audited GAAP financial
statements, as described in paragraph 23, are required for the downstream noninsurance holding company
and its SCA and non-SCA investments in order for the investment in the downstream noninsurance holding
company to be classified as an admitted asset.”

The issue with the existing paragraph 24 guidance is that as it summarizes other guidance it could be perceived as
contradicting guidance provided in paragraph 27 related to the “look through” process. This process allows
admitting audited investments in entities owned by an unaudited downstream noninsurance holding company
SCA entity.

Existing Authoritative Literature:

SSAP No. 97—Investments in Subsidiary, Controlled and Affiliated Entities (bolding added for emphasis)
Admissibility Requirements of Investments in Downstream Holding Companies

23. To meet the admissibility requirements of this statement, unless the limited exception to the audited
financial statements requirement discussed in paragraphs 26 and 27 applies, an annual audit of the
financial statements of SCA entities, including the downstream holding company valued under paragraphs
8.b.i through 8.b.iv. must be obtained. The requirement for audited financial statements may be met by
utilizing any one of the following methods:

a. Audited US GAAP financial statements of the downstream SCA holding company.
(Consolidated or combined financial statements are allowed encompassing one or more
downstream holding companies, including such holding companies that directly own U.S.
insurance entities, provided that the statutory financial statements of such U.S. insurance
entities are audited. Annual consolidated or combined audits are allowed for insurance
entities if completed in accordance with the Model Regulation Requiring Annual Audited
Reports as adopted by the SCA’s domiciliary state.) The audited financial statements of
the downstream holding company shall include as other financial information, consolidating
or combining balance sheet schedule(s) showing the equity of all relevant SCA entities and
non-SCA SSAP No. 48 entities, and any required intercompany eliminations. The
consolidating or combining balance sheet schedule shall separately present those entities
owned directly by the downstream holding company. The consolidating or combining
balance sheet shall then be adjusted for GAAP to SAP differences for paragraph 8.b.i.,
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8.b.ii. and 8.b.iv. entities owned directly or indirectly by the downstream holding company.
The adjusted amount would then be the reported value of the investment in the
downstream holding company at the higher-level reporting entity; or

b. Audited foreign GAAP-basis financial statements of the downstream SCA holding
company. (Consolidated or combined financial statements are allowed encompassing one
or more downstream holding companies, including such holding companies that directly
own U.S. insurance entities, provided that the statutory financial statements of such U.S.
insurance entities are audited. Annual consolidated or combined audits are allowed for
insurance entities if completed in accordance with the Model Regulation Requiring Annual
Audited Reports as adopted by the SCA’s domiciliary state.) The audited foreign GAAP
basis financial statements shall include an audited footnote disclosure within the financial
statements that reconciles each consolidated entity’s net income and equity on a foreign
basis of accounting to a U.S. GAAP basis. The audited financial statements of the
downstream holding company shall include as other financial information, consolidating or
combining balance sheet schedule(s) showing the equity of all relevant SCA entities non-
SCA SSAP No. 48 entities, and any required intercompany eliminations. The consolidating
or combining balance sheet schedule shall separately present those entities owned directly
by the downstream holding company. The consolidating or combining balance sheet shall
then be adjusted for GAAP to SAP differences of the insurance entities and paragraph
8.b.ii. and paragraph 8.b.iv. entities owned directly or indirectly by the downstream holding
company. The adjusted amount would then be the reported value of the investment in the
downstream holding company at the higher-level reporting entity; or

C. Individual audits of the downstream holding company and the downstream holding
company’s investments in individual SCA entities.

24, If the downstream noninsurance holding company does not meet the requirements of
paragraph 26, audited GAAP financial statements, as described in paragraph 23, are required for
the downstream noninsurance holding company and its SCA and non-SCA investments in order for
the investment in the downstream noninsurance holding company to be classified as an admitted
asset.

25. A purchased downstream holding company is valued in accordance with the provisions of
paragraphs 22-25 and the provisions of SSAP No. 68.

Limited Exceptions to the Audit Requirements for Downstream Noninsurance Holding Companies

26. This statement requires that investments in SCA entities be recorded using one of the valuation
methods described in paragraph 8 in order to be admitted assets. Each of the paragraph 8.b. valuation
methods require the financial statements of SCA entities, including downstream noninsurance holding
companies, to be audited in order for the investments in SCA entities to be admitted assets. Likewise, SSAP
No. 48 requires the financial statements of joint ventures, partnerships, and/or limited liability companies in
which the downstream noninsurance holding company has a minor ownership interest or otherwise lacks
control, i.e., ownership interest is less than 10% to be audited (U.S. GAAP) in order to be admitted assets.
There is a limited exception to the requirement to have audited financial statements of a
downstream noninsurance holding company, provided that the entities owned by the downstream
noninsurance holding company (paragraph 8.b.iii. entity) have audited financial statements as
described in paragraphs 26 and 27.

27. The process of admitting audited investments in entities owned by an unaudited downstream

noninsurance holding company SCA entity will be known as a “look through.” In order to admit the
investments in audited SCAs or the audited non-SCA SSAP No. 48 entities owned by an unaudited
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downstream noninsurance holding company, a reporting entity may apply the look through approach,
provided all of the following conditions are met:

a. The downstream noninsurance holding company is an 8.b.iii entity, and

b. The downstream noninsurance holding company does not own any other assets which are
material to the downstream holding company other than the audited SCA entities and/or
audited non-SCA SSAP No. 48 entities, and

d. The downstream noninsurance holding company is not subject to liabilities, commitments,
contingencies, guarantees or obligations which are material to the downstream
noninsurance holding company.

If an investment in a downstream noninsurance holding company meets the requirements set forth above,
the reporting entity can admit the individual audited SCA entities and/or audited non-SCA SSAP No. 48
entities; however, unaudited immaterial assets of the downstream noninsurance holding company are to
be carried at the lesser of the paragraph 8 valuation or nonadmitted (e.g. some equity method investments
are required to be carried at a negative value due to either statutory adjustments or to parental obligations
to keep funding the subsidiary). If a holding company structure has more than one downstream non-
insurance holding company, each downstream non-insurance holding company may be looked through,
provided each downstream non-insurance holding company meets all of the conditions in paragraph 27.

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

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

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

Staff Recommendation: NAIC staff recommends that the Working Group move this item to the active listing,
categorized as a SAP clarification, and expose revisions to SSAP No. 97—Subsidiary, Controlled and Affiliated
Entities to revise paragraph 24 language to better align it with the existing guidance provided in paragraphs
26 and 27.

Proposed edits to SSAP No. 97:

24. If the downstream noninsurance holding company does not meet the requirements of paragraph 26,
audlted GAAP flnanC|aI statements as descrlbed in paragraph 23, are required—fer—the—downstream
in order for the investment in the
downstream noninsurance holdlng company or mdrvrdual SCAs to be classified as an admitted asset.

Staff Review Completed by: Jason Farr— NAIC Staff, November 2023

Status:

On December 1, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active
listing, categorized as a SAP clarification, and exposed consistency revisions to SSAP No. 97—Subsidiary,
Controlled and Affiliated Entities to revise paragraph 24 language to better align it with the existing guidance
provided in paragraphs 26 and 27.

On March 16, 2024, the Statutory Accounting Principles (E) Working Group adopted, as final, the exposed revisions
to SSAP No. 97, paragraph 24 with modification to remove the previously exposed revision “or individual SCAs”
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language as suggested by interested parties as not necessary. The adopted revisions better align it with the existing
guidance provided in paragraphs 26 and 27.

Adopted edits to SSAP No. 97:

24. If the downstream noninsurance holding company does not meet the requirements of paragraph
26, audlted GAAP flnanC|aI statements as described in paragraph 23, are required—for-the-downstream
; in order for the investment in the
downstream noninsurance hold|ng company to be classmed as an admitted asset.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024SpringNM/summary and minutes/SAPWG/
Att 1K 23-30 - SSAP 97 Admissibility Requirements.docx
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Draft: 3/4/24

Blanks (E) Working Group
Virtual Meeting
February 21, 2024

The Blanks (E) Working Group of the Accounting Practices and Procedures (E) Task Force met Feb. 21, 2024. The
following Working Group members participated: Pat Gosselin, Chair (NH); Steve Drutz, Vice-Chair (WA); David
Phifer (AK); Kim Hudson (CA); Michael Shanahan (CT); Sam Merlo (DC); Tom Hudson (DE); Carolyn Morgan (FL);
Kevin Clark and Carrie Mears (IA); Amanda Denton (IN); Kristin Hynes and Jason Tippett (MI); Debbie Doggett and
Danielle Smith (MO); Lindsay Crawford (NE); John Sirovetz (NJ); Dale Bruggeman and Tracy Snow (OH); Diane
Carter (OK); Diana Sherman (PA); Miriam Fisk and Shawn Frederick (TX); Jake Garn (UT); Adrian Jaramillo and Amy
Malm (WI); and Mary Jo Lewis (WV).

1. Adopted its Nov. 7, 2023, Minutes

Gosselin referenced the Working Group’s Nov. 7 minutes. During this meeting, the Working Group took the
following action: 1) re-exposed two proposals for additional discussion: 2023-05BWG—cybersecurity supplement
changes and 2023-12BWG—changes to Schedule BA. These proposals are up for adoption during this meeting; 2)
adopted the bond project proposal, 2023-06BWG, and the proposal deleting the legal entity identifier (LEI), 2023-
07BWG; and 3) exposed three new proposals for public comment.

Hudson made a motion, seconded by Drutz, to adopt the Working Group’s Nov. 7, 2023, minutes (see NAIC
Proceedings — Fall 2023, Accounting Practices and Procedures (E) Task Force, Attachment Two). The motion passed

unanimously.

2. Adopted Proposals

A. Agenda Item 2023-05BWG

Sara Robben (NAIC) stated that this proposal revises the cybersecurity supplement. She said that NAIC staff
worked for several weeks with industry, state insurance regulators, and actuaries to come up with the final
product. The changes are intended to strengthen the instructions to make it easier for insurers to fill out. She
indicated that there were some discrepancies in the way the industry defined certain terms as opposed to the
terminology used by actuaries which this proposal addresses. The proposal removes the references to claims
made and occurrence, as most cybersecurity policies have both in one policy. For Part 5, state insurance regulators
indicated they wanted to see the breakout of stand-alone and packaged and not combined into “primary” as in
the other parts of the supplement.

Doggett made a motion, seconded by Crawford, to adopt the modifications to the proposal. The motion passed
unanimously. Doggett made a motion, seconded by Shanahan, to adopt the modified proposal (Attachment Two-

A). The motion passed unanimously.

B. Agenda Item 2023-13BWG

Bruggeman stated that this item proposes to data-capture the narrative interest maintenance reserve (IMR)
disclosures required in Interpretation (INT) 23-01: Net Negative (Disallowed) Interest Maintenance Reserve. This
interpretation permits admittance of negative IMR up to 10% of adjusted capital and surplus. Companies
admitting negative IMR under the statutory INT are required to provide detail on the IMR balances, the calculation
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of adjusted capital and surplus, as well as information on the impact to IMR from derivatives. As detailed in the
proposal, the comments from interested parties are minor and improve the clarity of the disclosure.

Bruggeman made a motion, seconded by Drutz, to adopt the modifications to the proposal. The motion passed
unanimously. Bruggeman made a motion, seconded by Sirovetz, to adopt the modified proposal (Attachment

Two-B). The motion passed unanimously.

C. Agendaltem 2023-14BWG

Drutz stated that this proposal revises the health test language and general interrogatory. He stated that the
Health Risk-Based Capital (E) Working Group established the Health Test Ad Hoc Group in 2018, which was tasked
toreview the language within the annual statement instructions as it pertained to all lines of business. The changes
referenced in this proposal are intended to clarify and create greater transparency in the calculation of both the
numerator and denominator for premiums and reserves. The amounts used in the calculation for both the
numerator and denominator will pull from the same annual statement schedule rather than as in the past pulling
from separate schedules. Drutz stated that the proposal adds clarifying language regarding the timing as to when
a company would need to move to the health blank after passing the test. Interested parties provided some
suggested modifications which were incorporated into the modified proposal.

Drutz made a motion, seconded by Doggett, to adopt the modifications to the proposal. The motion passed
unanimously. Drutz made a motion, seconded by Doggett, to adopt the modified proposal (Attachment Two-C).

The motion passed unanimously.

D. Agenda ltem 2023-15BWG

Ryan Fleming (Northwestern Mutual) stated that he was representing the American Academy of Actuaries
(Academy) Life Mortality Working Group. He stated that the purpose of this proposal is to create an annual
statement source within the life blank General Interrogatories Part 2 providing information for completing the C-
2 mortality risk in the life risk-based capital (RBC) filing rather than relying on company records for the information.
Interested parties referenced a minor word addition for clarity, which has been incorporated into the proposal.

Bruggeman made a motion, seconded by Drutz, to adopt the proposal with the minor word modification
(Attachment Two-D). The motion passed unanimously.

E. Agenda ltem 2023-16BWG

Mary Caswell (NAIC) stated that this proposal changes Schedule P in the property/casualty (P/C) blank to show 10
years of data and a “prior” row for all lines of business beginning in 2024. This modifies the requirements for seven
lines of business that currently only show two years of data and a prior row. Caswell stated that NAIC staff support
for the Property and Casualty Risk-Based Capital (E) Working Group indicated that the members would not oppose
this change and were in favor of the expansion.

Drutz made a motion, seconded by Hudson, to adopt the modifications to the proposal. The motion passed

unanimously. Drutz made a motion, seconded by Snow, to adopt the proposal with the minor word modification
(Attachment Two-E). The motion passed unanimously.
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3. Re-Exposed Items

A. Agenda Item 2023-12BWG

Bruggeman stated that this item proposes revisions to Schedule BA primarily in response to the bond project.
Specifically, it incorporates new reporting lines to capture the non-bond debt securities. These reporting lines
intend to capture the debt securities that fail the bond definition because of the lack of a creditor relationship,
lack of substantive credit enhancement, or lack of meaningful cashflows.

In addition to the specific reporting lines for the bond project, revisions were also proposed to improve the
reporting on Schedule BA. This included the reordering of some reporting lines, as well as the elimination or
movement of reporting lines. One of the more notable proposed edits was to eliminate the “non-registered
private equity fund” reporting category and encompass those investments within the “joint venture, partnership,
or LLC" reporting category. This revision was proposed as non-registered private equity funds and should also be
captured in the scope of Statement of Statutory Accounting Principles (SSAP) No. 48—Joint Ventures, Partnerships
and Limited Liability Companies, and it is not known how a company would classify a fund within that category
and not as a joint venture. From the original interested parties’ comments, there was opposition to this deletion
as it was identified that investments other than non-registered private equity funds were being captured in that
reporting line. From the information obtained, it appears that most of these investments would be more
appropriately captured in the collateral loan category. After considering these comments, the blanks proposal
continues to eliminate the non-registered private fund category and directs that those investments shall be
captured within the joint venture, partnership, and LLC reporting category.

Bruggeman stated that concurrent with the exposure of this blanks proposal, the Statutory Accounting Principle
(E) Working Group also had an exposure to incorporate improved descriptions to the underlying reporting lines of
the joint venture, partnership, and LLC reporting category. ltems captured within that category are reported in
lower-level reporting lines based on the underlying characteristics of the investment—as fixed income, common
stocks, real estate, mortgage loans, and other. The description revisions were proposed to improve consistency in
reporting across companies. Interested parties provided comments on the blanks proposal to the Blanks (E)
Working Group and on the description changes to the Statutory Accounting Principles (E) Working Group. In order
to have a collective review, the Statutory Accounting Principles (E) Working Group considered all of the comments
at its meeting on Feb. 20. Although most of the interested parties’ comments are reflected, additional revisions
have been proposed to ensure clarity and consistent reporting. These additional revisions reflect the key points:
1) a statement that all investments shall be reported in the dedicated reporting line category that represents the
investment. Investments that do not fit within any specific reporting line shall be captured as an “Any Other Class
of Asset”; 2) investments captured within the joint venture, partnership, or LLC reporting category shall be in
scope of SSAP No. 48. One exception is permitted for structured settlement payment rights in the scope of SSAP
No. 21R—Other Admitted Assets that have a Securities Valuation Office (SVO)-assigned designation; 3) the blanks
instructions for the residual reporting lines have been updated to refer to SSAP No. 21R for the residual definition.
(Under the Statutory Accounting Principles [E] Working Group, consistency revisions are expected to move the
residual guidance to SSAP No. 21R with an effective date of Jan. 1, 2025.)

Bruggeman made a motion, seconded by Hudson, to re-expose the modified proposal. The motion passed
unanimously.
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4. Exposed New ltems

A. Agenda Item 2024-01BWG

Bruggeman stated that this proposal clarifies that in-substance residual interests, despite in the legal form of
common or preferred stock, shall be reported on Schedule BA in the dedicated residual reporting lines. This
clarification was adopted by the Statutory Accounting Principles (E) Working Group for year-end 2023 and a
memorandum was posted on the Blank (E) Working Group web page. This proposal just solidifies this guidance
with explicit instruction changes. With the revisions adopted to residuals, it should be clear that all in-substance
residual interests should be reported on the dedicated reporting lines for residuals regardless of legal form.

Hearing no objection, Gosselin stated that the proposal would be considered exposed for a 60-day public
comment period ending April 23.

B. Agenda ltem 2024-02BWG

Bruggeman stated that this proposal incorporates changes to reflect the adopted Statutory Accounting Principles
(E) Working Group guidance that further restricts what is permitted to be reported as a cash equivalent or short-
term investment. The annual statement instructions have been expanded to detail what is not permitted to be
reported as cash equivalent or short-term and reporting lines have been eliminated or clarified for what is
permitted.

Hearing no objection, Gosselin stated that the proposal would be considered exposed for a 60-day public
comment period ending April 23.

C. Agendaltem 2024-03BWG

Charles Therriault (NAIC) stated that this proposal updates the General Interrogatory Part 1, No. 35, for private
letter rating security reporting to clarify what should be included and that the insurer certifies that they are in
compliance with the requirements set out in the SVO’s Purposes and Procedures Manual. He indicated that there
was inconsistent reporting for this interrogatory, and the new instructions should help identify what needs to be
reported.

Hearing no objection, Gosselin stated that the proposal would be considered exposed for a 60-day public
comment period ending April 23.

D. Agenda ltem 2024-04BWG

Jennifer Fraiser (NAIC) stated that this proposal adds clarifying language to VM-20, Requirements for Principle-
Based Reserves for Life Products, reserve supplement in the life blank to include separate accounts where
applicable. The purpose is to reduce inconsistent reporting and to allow for reconciliation with other filings.

Hearing no objection, Gosselin stated that the proposal would be considered exposed for a 60-day public
comment period ending April 23.
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E. Agenda ltem 2024-05BWG

Malm stated that this proposal adds clarifying language to Annual General Interrogatories Part 1, No. 29.05,
(Quarterly General Interrogatory 17.5) to clarify that all investment advisors with discretion to make investment
decisions, including sub-advisors, should be disclosed through the interrogatory.

Hearing no objection, Gosselin stated that the proposal would be considered exposed for a 60-day public
comment period ending April 23.

F. Agenda ltem 2024-06BWG

Fisk stated that this proposal makes changes to the Property/Casualty and Title Actuarial Opinions. The P/C blank
changes would limit the requirement to send qualification documentation to the board of directors only at the
initial appointment and not annually thereafter. The title blank changes would update the title instructions so
they are more similar to P/C instructions.

Hearing no objection, Gosselin stated that the proposal would be considered exposed for a 60-day public
comment period ending April 23.

5. Adopted the Editorial Listing

Hudson made a motion, seconded by Snow, to adopt the editorial listing (Attachment Two-F). The motion passed
unanimously.

Having no further business, the Blanks (E) Working Group adjourned.

SharePoint/NAIC Support Staff Hub/Committees/E Committee/APPTF/2024 Spring NM/Minutes/BWG/02 21 2024 blanks.docx
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NAIC BLANKS (E) WORKING GROUP
Blanks Agenda Item Submission Form
FOR NAIC USE ONLY
DATE: 02/01/2023 Agenda Item # 2023-05BWG MOD
CONTACT PERSON: Sara Robben Year 2028 @
Changes to Existing Reporting [ X ]
TELEPHONE: 816-783-8230 New Reporting Requirement [ ]

EMAIL ADDRESS: srobben@naic.org

REVIEWED FOR ACCOUNTING PRACTICES AND

ON BEHALF OF:

PROCEDURES IMPACT

No Impact [X ]

Modifies Required Disclosure [ ]

NAME: Alan McClain Is there data being requested in this proposal
which is available elsewhere in the
TITLE: Chair P/C Insurance (C) Committee Annual/Quarterly Statement? [ No ]
***|f Yes, complete question below***
AFFILIATION: Arkansas Insurance Department DISPOSITION
ADDRESS: 1 Commerce Way [ ] Rejected For Public Comment
. [ ] Referred To Another NAIC Group
Little Rock, AR 72202 [ ] Received For Public Comment
[ X ] Adopted Date __02/21/2024
[ ] Rejected Date
[ ] Deferred Date
[ ] Other (Specify)
BLANK(S) TO WHICH PROPOSAL APPLIES
[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [ ] CROSSCHECKS
[ ] QUARTERLY STATEMENT [ X ] BLANK
[ ] Life, Accident & Health/Fraternal [ ] Separate Accounts [ ] Title
[ X ] Property/Casualty [ ] Protected Cell [ ] Other
[ ] Health [ ] Health (Life Supplement)

Anticipated Effective Date: _Annual 2024

IDENTIFICATION OF ITEM(S) TO CHANGE

See Next Page

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE**

See Next Page

***|F THE DATA IS AVAILABLE ELSEWHERE IN THE ANNUAL/QUARTERLY STATEMENT, PLEASE NOTE WHY IT IS REQUIRED
FOR THIS PROPOSAL***

NAIC STAFF COMMENTS

Comment on Effective Reporting Date:

Other Comments:

**  This section must be completed on all forms.

Revised 11/17/2022
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IDENTIFICATION OF ITEM(S) TO CHANGE

Remove the reference to Identity Theft Insurance from the General Instructions. Remove the interrogatory questions from Part
1 that pertain to Identity Theft Insurance. Remove the column for Identity Theft Insurance from Parts 2 and 3.

Remove claims-made and occurrence breakdowns—as—well-asfirst-party—and-third-party-breakdewn-from data collection. A

cybersecurity insurance policy i is generally written on a clarms made ba51s for the hablhty sections of the pohcy, therefore the
breakdown is unnecessary ot ; es—1 : A ; . :

Remove the question in the interrogatories regarding tail policies. This has provided no meaningful information, due to the way
cybersecurity insurance policies are written.

Create state level transparency.

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE

Changes to thls blank are bemg proposed to ald in the collectlon of better data Gy%e&ms&ranee—as—ﬁ—rs—e&rrenﬂy—w%tten—

Currently we collect claims information for standalone and package policies. Package policies are meant to be where policies
with endorsements are reported, so there is business reported as packaged that should be reported as stand-alone. There has
been some confusion regarding which category the information should be reported. Currently cyber insurance policies are
written as primary, excess, or an endorsement. Changing the supplement to reflect this information will provide more accurate
information.

State regulators have a need to identify how entities are selling cybersecurity insurance coverage.

Currently we collect data for Identity Theft Insurance. Many entities in the Identity Theft market are not insurers. This portion
of the supplement does not provide meaningful data, so it is recommended that we eliminate this reporting requirement.

© 2024 National Association of Insurance Commissioners 2



Attachment Two-A
Accounting Practices and Procedures (E) Task Force
3/17/24
ANNUAL STATEMENT INSTRUCTIONS - PROPERTY

CYBERSECURITY ANDIDENTITY- THEFF INSURANCE COVERAGE SUPPLEMENT
GENERAL INSTRUCTIONS

This supplement should be completed by those reporting entities including surplus line insurers and Risk Retention Groups
that prov1de cybersecurlty insurance in a staﬁd-aleﬂeprlmarv policy, an excess pohcv, or an endorsement on a policy. aﬂd

er—aﬂ—eeeess—pehey—lf the reportlng entlty S answer to Questlons 1, 2—4 and 5—3 of Part 1 would be ‘no,” the reportlng entlty
should not complete the supplement. If the reporting entity answers “yes” to any of those questions, the supplement should be
completed. The supplement should be reported on a direct basis (before assumed and ceded reinsurance).

This supplement should be completed on a calendar year basis.

Cybersecurity Insurance

For the purposes of this reporting form, cybersecurity insurance applies to commercial insurance through a single
policy or multi-peril coverage part solely intended to assist in helping manage risks associated with exposures arising
out of network intrusions and improper handling of electronic data, including data such as personally identifiable
information and other sensitive information in electronic form. The risks covered may include one or more of the
following:

e Business interruption and extra expense from an unauthorized person preventing access to the Internet, the
policyholder’s website or other parts of the policyholder’s network.

e Costs associated with restoring data from electronic or paper records that have been damaged by an unauthorized
person.

e Costs related to a data breach such as data restoration, forensic investigations, legal adwvieeexpenses, public
relations, breach notification and regulatory expenses.

e  Exposure arising out of theft or loss of client’s or customer’s digital assets.

e Introduction of malware—werms and other malicious computer code to third parties.
e  Cyber extortion against the policyholder.

e Liability and damages resulting from network failures.

The following descriptions are to be used to complete the Cybersecurity Insurance Coverage Supplement:

Stand-AlenePrimary Policy/Coverage Form:

Cybersecurity insurance with its own premium and limits that responds first to an insured loss, either on a first-dollar
basis, or after allowing for a deductible. This can be sold on either a stand-alenemonoline policy or as part of a package
policy with other types of coverages (e.g., E&O, D&O, EPL, etc.). These Cyber coverage forms typically contain a
combination of first and third-party insuring agreements.

If a rider, endorsement, or floater acts like a separate policy with separate premium, deductible, and limit, then it is to
be recorded as if it were a stand-aleneprimary or excess policy regardless of whether it is referred to as a rider
endorsement, or floater.

© 2024 National Association of Insurance Commissioners 3



Attachment Two-A
Accounting Practices and Procedures (E) Task Force

3/17/24
Excess Policy/Coverage Form:

Cybersecurity insurance that provides additional financial limits above those covered by an underlying insurance

policy(ies). This can be sold on either an stand-alone-exeesspeliey-oraspartofan-exeesspaekage-cxcess policy with
other types of coverages (e.g.. E&O, D&O, EPL, etc.). These Cyber coverage forms typically contain a combination
of first and third-party insuring agreements.

Endorsement:

Cybersecurity insurance sold as an endorsement to or embedded in a broader coverage policy (e.g., Property/GL or
Professional E&O policy). If there is no additional premium and separate deductible or limit, the rider, endorsement,
or floater should be reported in this endorsement section.

© 2024 National Association of Insurance Commissioners 4



Attachment Two-A
Accounting Practices and Procedures (E) Task Force
3/17/24
CYBERSECURITY ANDIDENTITY-THEFT-INSURANCE COVERAGE SUPPLEMENT
PART 2 — STAND-ALONEPRIMARY CYBERSECURITY POEICHESPOLICY/COVERAGE FORM

POLICY AND CLAIMS DATA

If the reporting entity answers “yes” to either-Question 1 erQuestion4-of Part 1, then Part 2 should be completed. Part 2 should
be reported on a direct basis (before assumed and ceded reinsurance).

Column 1 - Cybersecurity Insurance

This column only applies to commercial lines.

B e e T
This.col | i Jines.
Line 7 - Number of Policies in Force—Claims-Made

For Column1;-Cyberseeurity Insuranee,provide Provide the number of elaims-madeall policies in force

as of December 31.

Line 8 - Number of Policies-inForce—OeceurrenceClaims Reported — First-Party

ForColumn1-Cybersecurity-Insuranee, provide Provide the number of eceurrencepohietesinforeefirst-

party claims reported by incident.

Line 9 — Number of Claims Reported — Third-Party

Provide the number of third-party claims reported by incident.

Line 10 — Number of Claims Reported — Total

Line 10 should equal Line 8 plus Line 9.

Line 911 - Number of Pelicies-inForee—TFotalClaims Open — First-Party

0.9 chould-eaual Li lus Line.8 for Col e . .

Provide the tetal-numberof policies—inforee—for Column 2 1tdentity Thefttnsuranee-number of first-
party claims open by incident. Fhese-elaimsshould-have reserves-orpayouts-greaterthan-zero-

Line 12 - Number of Claims Open — Third-Party

Provide the number of third-party claims open by incident.

Line 13 — Number of Claims Open — Total

Line 13 should equal Line 11 plus Line 12.

Line 140 - Number of Claims Reperted—FEirst-PartyClosed With Payment — First-Party

metdent—Prowde the number of ﬁrst—party clalms closed W1th Qayment gre&ter—th&n—zer& y 1nc1dent

Line 15 — Number of Claims Closed With Payment — Third-Party

Provide the number of third-party claims closed with payment by incident.
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Accounting Practices and Procedures (E) Task Force
3/17/24
Line 16 — Number of Claims Closed With Payment — Total

Line 16 should equal Line 14 plus Line 15.

Line 174 - Number of Claims Reperted—Third-PartyClosed Without Payment — First-Party

For-Column-1.-Cybersceurity- Insurance-provide-  the number of third-party-claims-reported-by

ineidentfirst-party claims closed without payment by incident.

Line 18 — Number of Claims Closed Without Payment — Third-Party

Provide the number of third-party claims closed without payment by incident.

Line 19 - Number of Claims Closed Without Payment — Total

Line 19 should equal Line 17 plus Line 18.
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Attachment Two-A
Accounting Practices and Procedures (E) Task Force
3/17/24
CYBERSECURITY ANDIDENTITY-THEFT- INSURANCE COVERAGE SUPPLEMENT
PART 3 - EXCESS CYBERSECURITY POLICY/COVERAGE - PARTOFAPACKAGE

POLICY AND CLAIMS DATA

If the reporting entity answers “yes” to either-Question 2 erQuestion-5-of Part 1, then Part 3 should be completed. Part 3 should
be reported ona drrect bas1s (before assumed and ceded relnsurance) 1nc1ud1ng quantlﬁed and estlmated premlums H‘—pfemrum

Column 1 - Cybersecurity Insurance

This column only applies to commercial lines.

B e e T
Thiscol | 5 | fines.
Line 97 — Number of Policies in Force—Claims-Made

For Columnt;-Cyberseeurity Insuranee,provide-Provide the number of elaims-madepolicies in force as

of December 31.

Line 108 — Number of Policies-inForce—OeeurrenceClaims Reported — First-Party

ForColumnt-Cyberseeurity Insuraneeprovide-Provide the number eceurreneepolieiesinforee-of first-

party claims reported by incident.

Line 9 — Number of Claims Reported — Third-Party

Provide the number of third-party claims reported by incident.

Line 10 — Number of Claims Reported — Total

Line 10 should equal Line 8 plus Line 9.

Line 11 - Number of Pelicies-inForee—TotalClaims Open — First-Party

Li hould | Line O nlus Li )for Col _cyh o T '
Provide the tetal-number-ofpolicies—inforeefor Column2,1dentity Theft-tnsuranee-number of first-

party claims open by incident.

Line 12 - Number of Claims Open — Third-Party

Provide the number of third-party claims open by incident.

Line 13 — Number of Claims Open — Total

Line 13 should equal Line 11 plus Line 12.

Line 1214 — Number of Claims Reperted—First-PartyClosed With Payment — First-Party

For-Columnt—Cybersecurity Insuraneeprovide-rovide the number of first-party-elatmsreported-by

inetdentfirst-party claims closed with payment by incident.
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Accounting Practices and Procedures (E) Task Force
3/17/24
Line 15 — Number of Claims Closed With Payment — Third-Party

Provide the number of third-party claims closed with payment by incident.

Line 16 — Number of Claims Closed With Payment — Total

Line 16 should equal Line 14 plus Line 15.

Line 4317 - Number of Claims Reperted—Third-PartyClosed Without Payment — First-Party

For-Column1;-Cyberseeurity Insuranee,provide-Provide the number of third-party-eclaimsreported-by

ineident-first-party claims closed without payment by incident.

Line 18 - Number of Claims Closed Without Payment — Third-Party

Provide the number of third-party claims closed without payment by incident.

Line 19 — Number of Claims Closed Without Payment — Total

Line 19 should equal 17 plus line 18.
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Attachment Two-A
Accounting Practices and Procedures (E) Task Force
3/17/24
CYBERSECURITY INSURANCE COVERAGE SUPPLEMENT
PART 4 - CYBERSECURITY COVERAGE AS AN ENDORSEMENTEXCESS-CYBERSECURITYPOLICIES

POLICY AND CLAIMS DATA

If the reporting entity answers “yes” to Question 33 of Part 1, then Part 4 should be completed. Part 4 should be reported on a
direct basis (before assumed and ceded reinsurance), including estimated premiums. If premium is part of the policy and a
separate premium is not charged for cybersecurity, estimate the premium for cyber security coverage and report in the estimated
lines.

Column 1 - Cybersecurity Insurance

This column only applies to commercial lines.

Line 7 — Number of Policies in Force

Provide the number of all policies in force as of December 31.

Line 8 - Number of Claims Reported = First-Party

Provide the number of first-party claims reported per incident.
Line 9 — Number of Claims Reported — Third-Party
Provide the number of third-party claims reported per incident.

Line 10 — Number of Claims Reported — Total

Line 10 should equal Line 8 plus Line 9.

Line 911 — Number of Claims Open = First-Party
Provide the number of first-party claims open by incident. Fhese-elaimsshould-have reserves-orpayouts
orcaterthan-—rcro:

Line 12 = Number of Claims Open — Third-Party

Provide the number of third-party claims open by incident.

Line 13 — Number of Claims Open — Total

Line 13 should equal Line 11 plus Line 12.

Line 1014 - Number of Claims Closed With Payment — First-Party

Provide the number of first-party claims closed with payment greaterthan-zere-by incident.

Line 15 — Number of Claims Closed With Payment — Third-Party
Provide the number of third-party claims closed with payment by incident.

Line 16 — Number of Claims Closed With Payment — Total

Line 16 should equal Line 14 plus Line 15.

Line 1317 — Number of Claims Closed Without Payment — First-Party

Provide the number of first-party claims closed without payment by incident.
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Accounting Practices and Procedures (E) Task Force
3/17/24
Line 18 — Number of Claims Closed Without Payment — Third-Party

Provide the number of third-party claims closed without payment by incident.

Line 19 — Number of Claims Closed Without Payment — Total

Line 19 should equal Line 17 plus Line 18.
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Attachment Two-A
Accounting Practices and Procedures (E) Task Force

3/17/24
ANNUAL STATEMENT BLANK - PROPERTY

CYBERSECURITY ANBD-IDENTTFY-FHEETFINSURANCE COVERAGE SUPPLEMENT
For The Year Ended December 31,20
(To Be Filed by April 1)

NAIC Group Code .....ccevvveereineeinicirernenes NAIC Company Code

Company Name

PART 1 - INTERROGATORIES

Cybersecurity Insurance Coverage:
1. Does the reporting entity write any stand-aleneprimary cybersecurity insurance coverage? Yes [ ] No [ ]
If yes, complete ColumntforPart 2.

2. Does the reporting entity write any cybersecurity insurance coverage provided as part-efa-paeckagepohieyan excess Yes [ ] No [ ]
policyendersernent?
If yes, complete ColumntforPart 3.

3. he liability a-cvbersceurity insurance policy is-a claims-made policy. 1s-an extended reporting
endorsement{tail-coverage)y-offeredDoes the reporting entity write any cybersecurity insurance coverage provided  Yes [ ] No [ ] NA{
as an endorsementexeess-peliey?

If yes, complete Part 4.
4.  Does the reporting entity answer “yes” to questions 1, 2, or 3? Yes No

If yes, complete Part 5.

!

!
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Attachment Two-A

Accounting Practices and Procedures (E) Task Force

3/17/24

CYBERSECURITY AND-IDENTIFY-FHEFFINSURANCE COVERAGE SUPPLEMENT

PART 2 — SFAND-ALONEPRIMARY CYBERSECURITY POEICHESPOLICY/COVERAGE FORM

POLICY AND CLAIMS DATA

Direct Premiums

Lo WIIEEEI ottt ettt eb e b ettt seeseseesesaesenis
2. BAIMEA ..ottt ettt ettt e

3 P ettt bbb ne s neenas

S PAI ettt ettt neenas
6. INCUITEA....oeieieiieiiceeee ettt sttt et se e e s e nsesaesene

Number of Policies in Force

7.  ClaimsMadeNumber of Policies in FOICE....ouivirinirirenieirceieeeeieiese e

Number of Claims ReportedClaims

108, First-PartyNumber-of Claims Reported ..........coooeivniccicnncccincecae

H9. Third-PartyNumberof Claims-Opes........ccccceenenn.
1210. Total (8 + 9)Numberof Claims-Closed-with- Payment ..
Number of Claims Open
1311.
4412, Third Party.............
4513. Total (13-11 +4412)

Number of Claims Closed with Payment

FATSE PATTY ...uiniieteteiec ettt ettt s et a s benen

FE14. FIISE PATLY .ooeoviiiiiiieiieieiee ettt ettt ettt e s aenenes

+715. Third Party..

1816. Total (+6-14 ++715)

Number of Claims Closed without Payment

FOI7. FIISEPATLY ©ueoviuieiiieieieieteietee ettt ettt ettt a et se e ene e esenaesenes
2018, THITd PATtY ...ttt ettt ettt s e ebe e enesenan
2419, Total (49-17 +2618)

1
Cybersecurity Insurance

© 2024 National Association of Insurance Commissioners

15



Attachment Two-A

Accounting Practices and Procedures (E) Task Force

3/17/24
CYBERSECURITY AND-IDENTIFY-FHEFFINSURANCE COVERAGE SUPPLEMENT
PART 3 - EXC
1 2
Cybersecurity Insurance R

Direct Premiums-Quantified

53, PAIA ittt b et enens
64,  CaseReservesINCUITE ..ot

Direct Defense and Cost Containment

F5. PAI oottt ettt et
86.  CaseReservesINCUITE ...t

Number of Claims Reported

128, First-PartyNumberef Claims Reported ...
139, Third-PartyNumbereof-Claims-Open.......c.ccoceevrnennnn. .
oo humberofChimms Closedwith-Pavment

13- Numberof Claims Closed

HR without Pasvam
e e e e e e
Number of Claims Open

F5 11, FIISE PATLY c.oveiiiiiicicceeee ettt
F612. THITd PATtY ....coouiiieieieiiieeeeiee ettt ettt eneaenan
F713. Total (F5-11 + F612) ittt stese e e s sese e nenssnesenan

Number of Claims Closed with Payment
4814. First Party ..
4915. Third Party.....
2016. Total (38-14 +14915)
Number of Claims Closed without Payment

217, FIISEPATLY Lottt ettt ettt es et eneeenenes

2218, THIrd Party ....c.c.coioiiiiiiiiiiieieiee ettt
2319. Total (2+-17 +2218)
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Attachment Two-A
Accounting Practices and Procedures (E) Task Force

CYBERSECURITY INSURANCE COVERAGE SUPPLEMENT

3/17/24

PART 4 — CYBERSECURITY COVERAGE AS AN ENDORSEMENTEXCESS-CYBERSECURITY POLICIES

POLICY AND CLAIMS DATA

Direct Premiums Estimated Using Reasonable Assumptions

1o WO ettt

1
Cybersecurity Insurance

2. Earmed......occcoooiiiiiiiiiiiiiiiiiieeeee

3.

S.

6.

Number of Policies in Force

7. Number of Policies in FOrce ......cocoovvivieiiieiieisiiiciinn

Number of Claims Reported

8. First-PartyNumber-of Claims Reported...........................

9.  Third-PartyNumberof Claims Open .....

10. Total (8 +9

11 BNE ber-of-Claims-Closed-without P

Number of Claims Open

1 3 vs
THROST-O- ot wWHROHt EayIReHt e

11, First-Party.....cocooeveiiiiiiiiiiiiieiieieeeeeeeeee

12.  Third-Party.....

13.  Total (11 +12)

Number of Claims Closed with Payment

14, First-Party......ccoceeeieeiiiiiiiiiiiiiiiiisescicceecene

15.  Third-Party

16.  Total (14 4 15) cociiiiiiiiiiiiiiiciiiicccceecccee

Number of Claims Closed without Payment

17, First-Party......cccoeeeeveiiiiiiieiiieiieeseseeeeeeeen

18.  Third-Party .....

19. Total (17 +18) ..
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Attachment Two-A
Accounting Practices and Procedures (E) Task Force
3/17/24
CYBERSECURITY INSURANCE COVERAGE SUPPLEMENT

PART 5 — CYBERSECURITY COVERAGE BY STATE

1 2 3 4
STATE STAND-ALONE PACKAGED EXCESS ENDORSEMENT

Alabama

Alaska

Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida

Georgia

Hawaii

Idaho

I1linois

Indiana

lowa

Kansas
Kentucky
Louisiana

Maine

Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey

New Mexico
New York

North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee

Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
American Samoa
Guam

Puerto Rico

U.S. Virgin Islands
Northern Mariana Islands
Canada
Aggregate Other Alien
https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and
minutes/bwg/att 2a_2023-05bwg_modified.docx
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Attachment Two-B
Accounting Practices and Procedures (E) Task Force

3/17/24
NAIC BLANKS (E) WORKING GROUP
Blanks Agenda Item Submission Form
FOR NAIC USE ONLY
DATE: 09/26/2023 Agenda Item # 2023-13BWG MOD
CONTACT PERSON: Year 2024
Changes to Existing Reporting [ ]
TELEPHONE: New Reporting Requirement [X ]
EMAIL ADDRESS: REVIEWED FOR ACCOUNTING PRACTICES AND
PROCEDURES IMPACT
ON BEHALF OF: No Impact [ X ]
Modifies Required Disclosure [ ]
NAME: __Dale Bruggeman Is there data being requested in this proposal
. which is available elsewhere in the
TITLE: Chair SAPWG Annual/Quarterly Statement? [ No ]
***|If Yes, complete question below***
AFFILIATION: Ohio Department of Insurance DISPOSITION
ADDRESS: 50W. Town St., 3" Fl., Ste. 300 [ ] Rejected For Public Comment
[ ] Referred To Another NAIC Group
Columbus, OH 43215 [ ] Received For Public Comment
[ X 1] Adopted Date _ 02/21/2024
[ ] Rejected Date
[ ] Deferred Date
[ ] Other (Specify)
BLANK(S) TO WHICH PROPOSAL APPLIES
[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [ ] CROSSCHECKS
[ X 1 QUARTERLY STATEMENT [ ] BLANK
[ X 1 Life, Accident & Health/Fraternal [ ] Separate Accounts [ X ] Title
[ X ] Property/Casualty [ ] Protected Cell [ ] Other
[ X 1 Health [ ] Health (Life Supplement) [ ] Life (Health Supplement)

Anticipated Effective Date:__Annual 2024

IDENTIFICATION OF ITEM(S) TO CHANGE
Add new instruction and illustration under Note 5 — Investments for Net Negative (Disallowed) Interest Maintenance Reserve
(IMR)and a new general interrogatory for a company attestation.

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE**
This proposal updates Notes to Financial Statement and General Interrogatories for the Statutory Accounting Principles
Working Group’s disclosure on Net Negative (Disallowed) Interest Maintenance Reserve (INT 23-01)

***|F THE DATA IS AVAILABLE ELSEWHERE IN THE ANNUAL/QUARTERLY STATEMENT, PLEASE NOTE WHY IT IS REQUIRED
FOR THIS PROPOSAL™***

NAIC STAFF COMMENTS

Comment on Effective Reporting Date:

Other Comments:

**  This section must be completed on all forms. Revised 11/17/2022
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3/17/24
ANNUAL STATEMENT INSTRUCTIONS — LIFE/FRATERNAL, HEALTH, PROPERTY AND TITLE
NOTES TO FINANCIAL STATEMENTS
5. Investments
Instruction:
Detail Eliminated To Conserve Space
R. The financial statements shall disclose the reporting entity’s share of the cash pool by asset type (cash, cash

equivalents, or short-term investments).

This note shall only be completed in the event the reporting entity has a reported balance in a qualified cash
pool (Line 8409999999 in Schedule E, Part 2). As an example, if a reporting entity has a $1M cash balance
in a qualified cash pool, and the cash pool report indicated their $1M position represented $700K in cash,
$200k in cash equivalents and $100k in short-term investments, the disclosure would indicate cash at 70%,
cash equivalents at 20% and short-term investments at 10%. The summation of investment makeup
percentages must equal 100%.

S. Reportingentities admitting net negative (disallowed) IMR are required to complete the following
disclosures in the quarterly and annual financial statements. (Note 5S only applies to Life/Fraternal
companies).

(1) Net negative (disallowed) IMR in aggregate and allocated between the general account, insulated
separate account and non-insulated account.

2) Amounts of negative IMR admitted in the general account and reported as an asset in the insulated
separate account and non-insulated blank. (Note: If a company completes this Note, consideration
should be given to updating Note 131 (Reasons for Changes in Balance of Special Surplus Funds

from Prior Period).)
(3) The calculated adjusted capital and surplus.
(4) Percentage of adjusted capital and surplus for which the admitted net negative (disallowed) IMR

represents (including what is admitted in the general account and what is recognized as an asset in
the separate account).

(5) Reporting entities that have allocated gains/losses to IMR from derivatives that were reported at fair

value prior to the termination of the derivative shall disclose the unamortized balances in IMR from
these allocations separately between gains and losses.

Detail Eliminated To Conserve Space

THIS EXACT FORMAT MUST BE USED IN THE PREPARATION OF THIS NOTE FOR THE TABLE BELOW.
REPORTING ENTITIES ARE NOT PRECLUDED FROM PROVIDING CLARIFYING DISCLOSURE BEFORE
OR AFTER THIS ILLUSTRATION.

S. Reporting Net Negative (Disallowed) Interest Maintenance Reserve (IMR)

(1) Net negative (disallowed) IMR
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3/17/24

Insulated Non-Insulated
General Separate Separate
Total Account Account Account
S i, S e S i, S i,
(2) Negative (disallowed) IMR admitted
Insulated Non-Insulated
General Separate Separate
Total Account Account Account
$ S e S i, S i,
(3) Calculated adjusted capital and surplus
Total
Prior Period General Account Capital & Surplus $ e

From Prior Period SAP Financials
Net Positive Goodwill (admitted)
EDP Equipment & Operating System Software (admitted)

Net DTAs (admitted)
Net Negative (disallowed) IMR (admitted)
Adjusted Capital & Surplus

(4) Percentage of adjusted capital and surplus

(5) Allocated gains/losses to IMR from derivatives

Total

Percentage of Total Net Negative (disallowed) IMR
admitted in General Account or recognized in Separate
Account to adjusted capital and surplus %

Gains Losses
Unamortized Fair Value Derivative Gains &
Losses Realized to IMR — Prior Period $ i, $ i,
Fair Value Derivative Gains & Losses Realized
to IMR — Added in Current Period $ i $ i,
Fair Value Derivative Gains & Losses
Amortized Over Current Period $ i $ i,
Unamortized Fair Value Derivative Gains &
Losses Realized to IMR — Current Period Total $ ...cccoeveeeee.. S i,
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***Drafting Note — The new interrogatory is moving to Life/Fraternal Part 2 Interrogatories™***

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES

INVESTMENT

Detail Eliminated To Conserve Space

3839.1 Answer “YES” if the company directly owns cryptocurrencies. Answer “NO” if the company does not directly
own cryptocurrencies or only holds cryptocurrencies indirectly through funds (ETFs, Mutual Funds, etc.)
INT 21-01: Accounting for Cryptocurrencies established that directly held cryptocurrencies do not meet the
definition of cash or an admitted asset and are therefore considered to be a nonadmitted asset for statutory

accounting.
3839.2 If the answer to 38.1 is “YES”, specify on which schedule they are reported. (e.g., Schedule BA, etc.)
3940.2 If the answer to 39.1 is “YES”, indicate if it is the policy of the reporting entity to directly hold cryptocurrency

accepted as payment for premiums or immediately convert to U.S. dollars. Select “YES” for both questions if
some cryptocurrencies are held directly and others are immediately converted to U.S. dollars.

3940.21 Answer “YES” if it is the policy of the reporting entity to directly hold cryptocurrency that was accepted as
payment for premiums.

3940.22 Answer “YES” if it is the policy of the reporting entity to immediately convert cryptocurrency accepted as
payment for premiums to U.S. dollars.

39403 If the answer to 38.1 or 39.1 is “YES”, complete Columns 1 through 3 for each cryptocurrency accepted for
payments of premiums or held directly.

Name of Cryptocurrency:

Provide the name of each cryptocurrency accepted for payments of premiums or held directly.

Immediately Converted to USD, Directly Held, or Both:

For each cryptocurrency listed, provide one of the following responses:

e Immediately converted to USD
e Directly held,
e Both.

Accepted for Payment of Premiums:

If the cryptocurrencies are accepted for the payment of premiums provide the response of “YES” in the
column otherwise the response in the column should be “NO”.
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OTHER

404+ The purpose of this General Interrogatory is to capture information about payments to any trade association,
service organization, and statistical or rating bureau. A “service organization” is defined as every person,
partnership, association or corporation that formulates rules, establishes standards, or assists in the making of
rates or standards for the information or benefit of insurers or rating organizations.

4142 The purpose of this General Interrogatory is to capture information about legal expenses paid during the year.
These expenses include all fees or retainers for legal services or expenses, including those in connection with
matters before administrative or legislative bodies. It excludes salaries and expenses of company personnel, legal
expenses in connection with investigation, litigation and settlement of policy claims, and legal fees associated
with real estate transactions, including mortgage loans on real estate. Do not include amounts reported in General
Interrogatories No. 40 and No. 42.

4243, The purpose of this General Interrogatory is to capture information about expenditures in connection with matters
before legislative bodies, officers or departments of government paid during the year. These expenses are related
to general legislative lobbying and direct lobbying of pending and proposed statutes or regulations before
legislative bodies and/or officers or departments of government. Do not include amounts reported in General
Interrogatories No. 40 and No. 41.
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ANNUAL STATEMENT INSTRUCTIONS — LIFE/FRATERNAL

GENERAL INTERROGATORIES

PART 2 — LIFE ACCIDENT HEALTH COMPANIES/FRATERNAL BENEFIT SOCIETIES INTERROGATORIES

Life and Accident Health Companies/Fraternal Benefit Societies:

Detail Eliminated To Conserve Space

8. A “YES” answer indicates the reporting entity is a multistate company based on the information reported in
Schedule T — Exhibit of Premiums Written.

If the sum of codes L, R, E and Q provided in Column 1 of Schedule T is greater than 1, the answer to Question 8
should be “YES.”

8.1 A “YES” answer indicates that while the reporting entity does not meet the criteria shown on Schedule T to be
considered a multistate insurer, the reporting entity’s assumption of business that covers risks in at least two states
will qualify the entity as multistate.

9. Answer “YES” if the company is admitting net negative (disallowed) interest maintenance reserve (IMR).
Life/Fraternal companies should answer “YES” or “NO”. Property/Casualty, Health, and Title companies should
answer “N/A”

Life Accident and Health Companies Only:

910.1  The response is “YES” if subsidiaries or affiliates use or provide personnel or facilities. Third-party expenditures
should be excluded.

910.2  Report the amount of expense paid this year by this company for services received in the paid line. Report the amount
received by this company for services it provided in the received line.

1314.1 Worker’s compensation carve-out business is defined as reinsurance (including retrocessional reinsurance) assumed
by life and health insurers of medical, wage loss and death benefits of the occupational illness and accident exposures,
but not the employer’s liability exposures, of business originally written as workers compensation insurance.

Fraternal Benefit Societies Only:

3233.2 N/A is an acceptable response only if Interrogatory 32.1 was answered NO.

3334.2 N/A is an acceptable response only if Interrogatory 33.1 was answered NO.

3536.2 If there are multiple liens, they should be listed individually.
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***Drafting Note — The new interrogatory is moving to Life/Fraternal Part 2 Interrogatories™***
ANNUAL STATEMENT BLANK — LIFE/FRATERNAL, HEALTH, PROPERTY AND TITLE

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

INVESTMENT

Detail Eliminated To Conserve Space

38 R et 144 dmitts '3 + {disall -+ + MR attestto-the-foll
- P AN T AS 7
Eixed 4 PRI ! 1th—th + it tc di liahili
- Py 14 J J
Licies.
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3839.1 Does the reporting entity directly hold cryptocurrencies? Yes [ ] No [ ]
3839.2 If the response to 38.1 is yes, on what schedule are they reported?
3946.1 Does the reporting entity directly or indirectly accept cryptocurrencies as payments for premiums on policies? Yes [ ] No [ ]
3946.2 If the response to 39.1 is yes, are the cryptocurrencies held directly or are they immediately converted to U.S. dollars?
39.21 Held directly Yes [ ] No [ ]
39.22 Immediately converted to U.S. dollars Yes [ ] No [ ]
3946.3 If the response to 38.1 or 39.1 is yes, list all cryptocurrencies accepted for payments of premiums or that are held directly.
1 2 3
Immediately Converted to USD,
Name of Cryptocurrency Directly Held, or Both Accepted for Payment of Premiums
OTHER
404+.1  Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? $
404+.2  List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to trade associations,
service organizations, and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
$
$
$
$
4142.1  Amount of payments for legal expenses, if any? $
41422  List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments for legal expenses during the
period covered by this statement.
1 2
Name Amount Paid
$
$
$
$
4243.1  Amount of payments for expenditures in connection with matters before legislative bodies, officers, or departments of government, if any? $

42432 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures in connection
with matters before legislative bodies, officers, or departments of government during the period covered by this statement.
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ANNUAL STATEMENT BLANK — LIFE/FRATERNAL

GENERAL INTERROGATORIES

PART 2 -LIFE, ACCIDENT AND HEALTH COMPANIES/FRATERNAL BENEFIT SOCIETIES INTERROGATORIES

Detail Eliminated To Conserve Space

8. Is the reporting entity licensed or chartered, registered, qualified, eligible or writing business in at least two states? Yes [ ] No [ ]
8.1  Ifno, does the reporting entity assume reinsurance business that covers risks residing in at least one state other than the state of domicile of

the reporting entity? Yes [ ] No [ ]
9. Reporting entities admitting net negative (disallowed) interest maintenance reserve (IMR) attest to the following:

a. Fixed income investments generating IMR losses comply with the reporting entity’s documented investment or liability management

policies.

b. IMR losses for fixed income related derivatives are all in accordance with prudent and documented risk management procedures, in

accordance with a reporting entity’s derivative use plans and reflect symmetry with historical treatment in which unrealized derivative gains

were reversed to IMR and amortized in lieu of being recognized as realized gains upon derivative termination.

c. Any deviation to (a) was either because of a temporary and transitory timing issue or related to a specific event, such as a reinsurance
transaction, that mechanically made the cause of IMR losses not reflective of reinvestment activities.

d. Asset sales that were generating admitted negative IMR were not compelled by liquidity pressures (e.g., to fund significant cash outflows
including, but not limited to excess withdrawals and collateral calls).
Is the reporting entity admitting net negative (disallowed) IMR in accordance with these criteria? Yes No N/A

Life, Accident and Health Companies Only:

910.1  Are personnel or facilities of this reporting entity used by another entity or entities or are personnel or facilities of another entity or entities used
by this reporting entity (except for activities such as administration of jointly underwritten group contracts and joint mortality or morbidity

studies)”? Yes [ ] No [ ]
910.2  Net reimbursement of such expenses between reporting entities:
91021 Paid $
91022 Received $
1011.1 Does the reporting entity write any guaranteed interest contracts? Yes [ ] No [ ]
4011.2  If yes, what amount pertaining to these items is included in:
1011.21 Page 3, Line $
1011.22 Page 4, Line 1 N
4412, For stock reporting entities only:
+112.1  Total amount paid in by stockholders as surplus funds since organization of the reporting entity: $
4213,  Total dividends paid stockholders since organization of the reporting entity:
4213.11 Cash $
4213.12 Stock $
4314.1 Does the reporting entity reinsure any Workers” Compensation Carve-Out business defined as: Yes [ ] No [ ]
Reinsurance (including retrocessional reinsurance) assumed by life and health insurers of medical, wage loss and death benefits of the
occupational illness and accident exposures, but not the employer’s liability exposures, of business originally written as workers’ compensation
insurance.
14314.2  Ifyes, has the reporting entity completed the Workers” Compensation Carve-Out Supplement to the Annual Statement? Yes [ ] No [ ]
13143 If4314.1is Yes, the amounts of earned premiums and claims incurred in this statement are:
1 2 3
Reinsurance Reinsurance Net
Assumed Ceded Retained

13143 Earned premium

13143 Paid claims

S}

13143 Claim liability and reserve (beginning of year)

w

1143 Claim liability and reserve (end of year)

S

143 Incurred claims

[
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Accounting Practices and Procedures (E) Task Force

PART 2 -LIFE, ACCIDENT AND HEALTH COMPANIES/FRATERNAL BENEFIT SOCIETIES INTERROGATORIES

43144  If reinsurance assumed included amounts with attachment points below $1,000,000, the distribution of the amounts reported in Lines +3.14.31
and 4314.34 for Column (1) are:

1 2
Attachment Earned Claim Liability
Point Premium and Reserve
1314.41 <$25,000
1314.42 $25,000— 99,999
1314.43 $100,000 — 249,999
1314.44 $250,000 — 999,999
1314.45 $1,000,000 or more

4314.5 What portion of earned premium reported in 4314.31, Column 1 was assumed from pools?

Fraternal Benefit Societies Only:

15. Is the reporting entity organized and conducted on the lodge system, with ritualistic form of work and representative form of government?
16.  How often are meetings of the subordinate branches required to be held?

=

15

4617. How are the subordinate branches represented in the supreme or governing body?
4+718.  What is the basis of representation in the governing body?

181

.1 How often are regular meetings of the governing body held?

When was the last regular meeting of the governing body held?
‘When and where will the next regular or special meeting of the governing body be held?

How many members of the governing body attended the last regular meeting?
How many of the same were delegates of the subordinate branches?
How are the expenses of the governing body defrayed?

2021.  When and by whom are the officers and directors elected?

2122, What are the qualifications for membership?

23.  What are the limiting ages for admission?

22
2324, What is the minimum and maximum insurance that may be issued on any one life?
2425.  Is a medical examination required before issuing a benefit certificate to applicants?
2526.  Are applicants admitted to membership without filing an application with and becoming a member of a local branch by ballot and initiation?
2627.1  Are notices of the payments required sent to the members?
2627.2  Ifyes, do the notices state the purpose for which the money is to be used?
2728.  What proportion of first and subsequent year’s payments may be used for management expenses?

2728.11 First Year

2728.12 Subsequent Years
2829.1 Is any part of the mortuary, disability, emergency or reserve fund, or the accretions from or payments for the same, used for expenses?
2829.2  If so, what amount and for what purpose?
2930.1  Does the reporting entity pay an old age disability benefit?

2930.2  Ifyes, at what age does the benefit commence?
3031.1 Has the constitution or have the laws of the reporting entity been amended during the year?
3031.2 Ifyes, when?

3432, Have you filed with this Department all forms of benefit certificates issued, a copy of the constitution and all of the laws, rules and regulations
in force at the present time?

3233.1 State whether all or a portion of the regular insurance contributions were waived during the current year under premium-paying certificates
on account of meeting attained age or membership requirements.

3233.2  Ifso, was an additional reserve included in Exhibit 5?
32333 Ifyes, explain

3334.1 Has the reporting entity reinsured, amalgamated with, or absorbed any company, order, society, or association during the year?

33342 If yes, was there any contract agreement, or understanding, written or oral, expressed or implied, by means of which any officer, director,
trustee, or any other person, or firm, corporation, society or association, received or is to receive any fee, commission, emolument, or
compensation of any nature whatsoever in connection with, on an account of such reinsurance, amalgamation, absorption, or transfer of
membership or funds?

3435. Has any present or former officer, director, trustee, incorporator, or any other persons, or any firm, corporation, society or association, any
claims of any nature whatsoever against this reporting entity, which is not included in the liabilities on Page 3 of this statement?

3536.1 Does the reporting entity have outstanding assessments in the form of liens against policy benefits that have increased surplus?
3530.2 Ifyes, what is the date of the original lien and the total outstanding balance of liens that remain in surplus?

Date Outstanding Lien Amount
$
$
$

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/bwg/att 2b_2023-

13bwg_modified.docx
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NAIC BLANKS (E) WORKING GROUP
Blanks Agenda Item Submission Form
FOR NAIC USE ONLY
DATE: 09/25/2023 [ pgenda Item #_2023-14BWG MOD
CONTACT PERSON: Crystal Brown Year 2024
Changes to Existing Reporting [ X ]
TELEPHONE: 816-783-8146 New Reporting Requirement [ ]
PROCEDURES IMPACT
ON BEHALF OF: Health Risk-Based Capital (E) Working Group No Impact [ X ]
Modifies Required Disclosure [ ]
NAME: Steve Drutz Is there data being requested in this proposal
. which is available elsewhere in the
TITLE: Chair Annual/Quarterly Statement? [ No ]
***|f Yes, complete question below***
AFFILIATION: WA Office of Insurance Commissioner DISPOSITION
ADDRESS: [ ] Rejected For Public Comment
[ ] Referred To Another NAIC Group
[ ] Received For Public Comment
[ X ] Adopted Date __02/21/2024
[ ] Rejected Date
[ ] Deferred Date
[ ] Other (Specify)
BLANK(S) TO WHICH PROPOSAL APPLIES
[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [ ] CROSSCHECKS
[ ] QUARTERLY STATEMENT [ ] BLANK
[ X ] Life, Accident & Health/Fraternal [ ] Separate Accounts [ ] Title
[ X ] Property/Casualty [ ] Protected Cell [ ] Other
[ X ] Health [ ] Health (Life Supplement) [ ] Life (Health Supplement)

Anticipated Effective Date: _Annual 2024

IDENTIFICATION OF ITEM(S) TO CHANGE

Revise the Health Test Language and General Interrogatories.

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE**

The purpose of this change is to clarify and create better transparency in the calculation of the premium and reserve ratios
in the health test.

***|F THE DATA IS AVAILABLE ELSEWHERE IN THE ANNUAL/QUARTERLY STATEMENT, PLEASE NOTE WHY IT IS REQUIRED
FOR THIS PROPOSAL***

NAIC STAFF COMMENTS
Comment on Effective Reporting Date:

Other Comments:

**  This section must be completed on all forms. Revised 11/17/2022

© 2024 National Association of Insurance Commissioners 1



Attachment Two-C
Accounting Practices and Procedures (E) Task Force
3/17/24

ANNUAL STATEMENT INSTRUCTIONS — LIFE/FRATERNAL

GENERAL

The annual statement is to be completed in accordance with the Annual Statement Instructions and Accounting Practices and
Procedures Manual except to the extent that state law, rules or regulations are in conflict with these publications. In cases of
conflict, the life, accident and health annual statement will be filed pursuant to such state’s filing requirements. The domiciliary
state’s insurance regulatory authority shall maintain full discretion in determining which NAIC annual statement blank must
be filed. The annual statement blank filed with the domiciliary state shall be the blank submitted to, and maintained by, the
NAIC, and barring conflict as described above, should be filed with all jurisdictions in which the reporting entity is licensed.

Health Statement Test:

If a reporting entity is licensed as a life and health insurer and completes the life, accident and health annual
statement for the reporting year, the reporting entity must complete the Health Statement Test.#However, a
reporting entity that is required to also file the Separate Accounts Statement is not subject to the results of the
Health Statement Test, and should continue to complete the life, accident and health/fraternal blank.

The Health Statement Test is designed to determine whether a reporting entity reports predominantly health lines
of business. Health lines include hospital or medical policies or certificates, comprehensive major medical
expense insurance and managed care contracts and exclude other health coverage such as credit insurance,
disability income coverage, automobile medical coverage, workers’ compensation, accidental death and
dismemberment policies and long-term care policies.

Passing the Test:

A reporting entity is deemed to have passed the Health Statement Test if:

The values for the premium and reserve ratios in the Health Statement Test equal or exceed 95% for both the
reporting and prior year.

If a reporting entity is a) licensed as a life and health insurer; b) completes the Life, Accident and Health annual
statement for the reporting year; and ¢) passes the Health Statement Test (as described above), the reporting entity
must complete the health statement beginning with the first quarter’s statement for the second year following the
reporting year in which the reporting entity passes the Health Statement Test and must also file the corresponding
risk-based capital report and the life supplements for that year-end. For example, if the reporting entity reports
premium and reserve ratios of 95% or greater in 20X1 and again reports premium and reserve ratios of 95% or
greater in 20X2, the reporting entity is deemed to have passed the Health Statement Test as of 20X2. Therefore,
the reporting entity would begin completing the health statement in the first quarter of 20X4.

20X1 20X2 20X3 20X4
Premium Ratio 95% or greater 95% or greater Work with | Move to Orange
Reserve Ratio 95% or greater 95% or greater domestic regulator | Blank Quarter 1

to_move effective
Quarter 1 20X4

As noted above, the domiciliary state regulator maintains full discretion in determining which annual statement
blank must be filed and when the reporting entity is to move.

Variances from following these instructions:

If a reporting entity’s domestic regulator requires the reporting entity to complete an annual statement form and
risk-based capital report that differs from these instructions, the domestic regulator shall notify the reporting entity
in writing by June 1 of the year following the reporting year in which a Health Statement Test is submitted.
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PART 2 — LIFE ACCIDENT HEALTH COMPANIES/FRATERNAL BENEFIT SOCIETIES INTERROGATORIES

Life and Accident Health Companies/Fraternal Benefit Societies:

Detail Eliminated To Conserve Space

This General Interrogatory is designed to determine whether a reporting entity reports predominantly health lines of
business. Health lines include hospital or medical policies or certificates, comprehensive major medical expense
insurance and managed care contracts and exclude other health coverage such as credit insurance, disability income
coverage, automobile medical coverage, workers compensation, accidental death and dismemberment policies and
long-term care policies.

All reporting entities should file the test; however, a reporting entity that is required to also file the Separate Accounts
Statement is not subject to the results of the Health Statement Test, and should continue to complete the life, accident
and health/fraternal blank.

Prem1um and reserve 1nformat1on is obtamed from the annual statement sources referenced on the form erfrom-the
S - rding-premium as-relating to the current and prior reporting

perlods The premium and reserve ratios are calculated on the net basis reporting.

Item

Description

Reporting Year Annual Statement Data

Prior Year Annual Statement Data

2.1

Premium Numerator

Health Premium values listed in the Analysis
of Operations by Lines of Business —
Accident and Health:

The sum of Line 1, Columns 2-9 (Column 9
Medicaid should include Medicaid Pass-
Through Payments Reported as Premium)

Line 1, Column 13 in part (inelade—only
Minimum—Premiumexclude  automobile
medical coverage, workers’ compensation

Health Premium values listed in the Analysis
of Operations by Lines of Business —
Accident and Health:

The sum of Line 1, Columns 2-9 (Column 9
Medicaid should include Medicaid Pass-
Through Payments Reported as Premium)

Line 1, Column 13 in part (inelade—only
Minimum—Premiumexclude  automobile
medical coverage, workers’ compensation

accidental death and dismemberment

accidental death and dismemberment

policies) of the reporting year’s annual

policies) of the prior vyear’s annual

statement.

statement.

2.2

Premium Denominator

Preminm —and Aty Considerati

Phmee LD Lol e eesoniae coenps
annual-statementAnalysis of Operations by

Premivm—and—Annuib—Considerations
Page4,LineHAnalysis of Operations by

Lines of Business — Summary, Column 1

Lines of Business — Summary, Column 1

Line 1 of the prior year’s annual statement

Line 1 of the reporting vear’s annual
statement.

2.3

Premium Ratio

2.12.2

2.12.2

2.4(a)

Reserve Numerator

Net A&H Policy and Contract Claims
without Credit Health (Exhibit 8, Part 1,
Line 4.4, Column 6 (excluding Dread
Disease, Disability Income and Long-Term
Care)) plus Aggregate Reserves for A&H
Policies without Credit Health (Exhibit 6,
Column 1 less Columns 10, 11, 12 and
Dread Disease included in Column 13) for
Unearned—PremiumsTotal (Net) (Line 17)
aﬂd—F&t&P&@eﬂHﬂg&ﬂi—B&ﬁ%ﬁB—@:ﬂ}%@m

the reporting year’s annual statement.

Net A&H Policy and Contract Claims
without Credit Health (Exhibit 8, Part 1,
Line 4.4, Columns 6 (excluding Dread
Disease, Disability Income and Long-Term
Care)) plus Aggregate Reserves for A&H
Policies without Credit Health (Exhibit 6,
Column 1 less Columns 10, 11, 12 and
Dread Disease included in Column 13) for
Unearned—PremiumsTotal (Net) (Line 17)
M&Q&M@%Bﬂ%ﬁt&é&ﬂ%of

the prior year’s annual statement.
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2.5

Reserve Denominator

Aggregate Reserve (Page—3,—Celumnat;
Eines—+2+41+42FExhibit 5, Column 2

Line 9999999 plus Exhibit 6, Column 1

Aggregate Reserve (Page3,—Colamn—+
Eines—14+2+4-1+42Fxhibit 5, Column 2
Line 9999999 plus Exhibit 6, Column 1

Line 17 plus Exhibit 8, Part 1, Column 1,

Line 17 plus Exhibit 8, Part 1, Column 1,

Yy ereeeddiienalastunen e s
(Exhibit—6,—Column——Lincs—3+H-—plus
Exhibit 5. Mise. R SeetionLi
079999%0f the reporting year’s annual
statement.

Line 4.4 of the prior year’s annual

statement.)—minus—additional—aectuarial

2.6

Reserve Ratio

2.4/2.5

2.4/2.5

(a) Alternative Reserve Numerator — Company records may be used to adjust the reserve numerator to provide consistency

between the values reported in the reserve numerator (2.4) and the premium numerator (2.1).
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ANNUAL STATEMENT INSTRUCTIONS — HEALTH
GENERAL

The annual statement is to be completed in accordance with the Annual Statement Instructions and Accounting Practices and
Procedures Manual except to the extent that state law, rules or regulations are in conflict with these publications. In cases of
conflict, the health annual statement will be filed pursuant to such state’s filing requirements. The domiciliary state’s insurance
regulatory authority shall maintain full discretion in determining which NAIC annual statement blank must be filed. The annual
statement blank filed with the domiciliary state shall be the blank submitted to, and maintained by, the NAIC, and barring
conflict as described above, should be filed with all jurisdictions in which the reporting entity is licensed.

1. Health Statement Test:

If a reporting entity completes the health annual statement for the reporting year, the reporting entity must
complete the Health Statement Test.

The Health Statement Test is designed to determine whether a reporting entity reports predominantly health lines
of business. Health lines include hospital or medical policies or certificates, comprehensive major medical
expense insurance and managed care contracts and exclude other health coverage such as credit insurance,
disability income coverage, automobile medical coverage, workers’ compensation, accidental death and
dismemberment policies and long-term care policies.

Passing the Test:

A reporting entity is deemed to have passed the Health Statement Test if the values for the premium and reserve
ratios in the Health Statement Test equal or exceed 95% for both the reporting and prior year and will continue
to report on the Health Statement

Failing the Test:

If a reporting entity, licensed as a life, accident and health or property and casualty insurer in its domiciliary
state, is required to file the health annual statement for the reporting year and does not pass the Health
Statement Test in the reporting year, it will revert to the annual statement form and risk-based capital report
associated with the type of license held in its domestic state in the first quarter of the second year following the
reporting year. For example, if the reporting entity reports a premium or reserve ratio below 95% in 20X1, the
reporting entity is deemed to have not passed the Health Statement Test. Therefore, the reporting entity would
revert to the annual statement form and risk-based capital report associated with the type of license held in its
domestic state in the first quarter of 20X3. However, if the reporting entity reports premium and reserve ratios
of 95% or greater in 20X2, it should work with its domiciliary regulator to determine the appropriate blank to
file on to avoid movement back and forth between blanks. (As noted above, the domiciliary state regulator
maintains full discretion in determining which annual statement blank must be filed and when the reporting
entity is to move.)

If a reporting entity, licensed as a health insurer in its domiciliary state, is required to file the health annual
statement for the reporting year and does not pass the Health Statement Test in the reporting year, it should
continue to file the health annual statement.
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PART 2 - HEALTH INTERROGATORIES
Detail Eliminated To Conserve Space
2. This General Interrogatory is designed to determine whether a reporting entity reports predominantly health lines of

business. Health lines include hospital or medical policies or certificates, comprehensive major medical expense
insurance and managed care contracts and exclude other health coverage such as credit insurance, disability income
coverage, automobile medical coverage, workers’ compensation, accidental death and dismemberment policies and
long-term care policies.

All reporting entities should file the test.

Premlum and reserve 1nformat10n is obtained from the annual statement sources referenced on the form erfrem-the

relating to the current and prior reporting

perlods The premium and reserve ratios are calculated on the net basis reporting.

Item Description Reporting Year Annual Statement Data Prior Year Annual Statement Data

2.1 |Premium Numerator Health Premium values listed in the Analysis Health Premium values listed in the Analysis
of Operations by Lines of Business, Line 1 of Operations by Line of Business, Line 1
plus Line 2, Column 2 through Column 9 plus plus Line 2, Column 2 through Column 9 plus
Line 1 _plus Line 2, Column 13 in part Line 1 plus Line 2. Column 13 {in part for
(excluding dread disease coverage) of the (excluding dread disease coverage) of the
reporting year’s annual statement. prior year’s annual statement.

2.2 |Premium Denominator| Net—PremivmIncome—(Page—4,—Fine—2; Net—Premiuvm—Income —(Page 4, Line 2,
Column2)Analysis of Operations by Lines of Column2)Analysis of Operations by Lines of
Business Column 1, Line 1 plus Line 2 of the Business, Column 1, Line | plus Line 2 of the
reporting year’s annual statement. prior year’s annual statement.

2.3 |Premium Ratio 2.1/2.2 2.1/2.2

2.4 (a) |[Reserve Numerator Health Reserve — Underwriting and Health Reserve — Underwriting and
Investment Exhibit, Part 2B ((Column 3 + 4, Investment Exhibit, Part 2B (Column 3 + 4,
Line 13) minus Line—t)—exeludeLine10 Line 13 minus Line—+)—exeludeLine—10
heatth—earc—reecivables—dread—discase heatth—earc—reecivables—dread—discase
coverage—and—eredit-A&H(Lines 9, 10, 11 coverage—and-eredit A&H-(Lines 9, 10, 11
and any dread disease coverage reported in and any dread disease coverage reported in
Line 12) plus Line 16) + Part 2D Line 12) plus Line 16) + Part 2D
((Line 8 + 14, Column 1) minus (Columns 9} (Line 8+14, Column 1 minus Columns 9
B e Fpeledes e alons sl s pel e s L
only only
EFC,DisabiityInecomer—ete-10, 11, 12 and EFC;Disability Ineomerete—10, 11, 12 and
any dread disease coverage reported in any dread disease coverage reported in
Column 13)) of the reporting year’s annual Column 13) of the reperting—prior year’s
statement. annual statement.

2.5 |Reserve Denominator | Claims—Unpaid—and—Agsregate—Reserves B i
AUnderwriting and Investment Exhibit, Part AUnderwriting and Investment Exhibit, Part
2A, Column 1, Line 4.4 plus Underwriting 2A, Column 1, Line 4.4 plus Underwriting
and Investment Exhibit, Part 2, Column 1, and Investment Exhibit, Part 2, Column 1,
Line 5 plus Underwriting and Investment Line 5 plus Underwriting and Investment
Exhibit Part 2D, Column 1, Lines 8 + 14 plus Exhibit, Part 2D, Column 1, Lines 8 + 14 plus
Page 3. Column 3, Lines 5 + 6 of the reporting Page 3. Column 3, Lines 5 + 6 of the prior
year’s annual statement. year’s annual statement.

2.6 |Reserve Ratio 2.4/2.5 2.4/2.5

(a) Alternative Reserve Numerator — Alternative Reserve Numerator — Company records may be used to adjust

the reserve numerator to provide consistency between the values reported in the reserve numerator (2.4) and
the premium numerator (2.1).

© 2024 National Association of Insurance Commissioners 6




Attachment Two-C
Accounting Practices and Procedures (E) Task Force
3/17/24

ANNUAL STATEMENT INSTRUCTIONS — PROPERTY & CASUALTY

GENERAL

The annual statement is to be completed in accordance with the Annual Statement Instructions and Accounting Practices and
Procedures Manual except to the extent that state law, rules or regulations are in conflict with these publications. In cases of
conflict, the property and casualty annual statement will be filed pursuant to such state’s filing requirements. The domiciliary
state’s insurance regulatory authority shall maintain full discretion in determining which NAIC annual statement blank must
be filed. The annual statement blank filed with the domiciliary state shall be the blank submitted to, and maintained by, the
NAIC, and barring conflict as described above, should be filed with all jurisdictions in which the reporting entity is licensed.

Health Statement Test:

If a reporting entity is licensed as a property and casualty insurer and completes the property and casualty annual
statement for the reporting year, the reporting entity must complete the Health Statement Test. However, a
reporting entity that is required to also file the Protected Cell Statement is not subject to the results of the Health
Statement Test and should continue to complete the property blank.

The Health Statement Test is designed to determine whether a reporting entity reports predominantly health lines
of business. Health lines include hospital or medical policies or certificates, comprehensive major medical
expense insurance and managed care contracts and exclude other health coverage such as credit insurance,
disability income coverage, automobile medical coverage, workers’ compensation, accidental death and
dismemberment policies and long-term care policies.

Passing the Test:

A reporting entity is deemed to have passed the Health Statement Test if:

The values for the premium and reserve ratios in the Health Statement Test equal or exceed 95% for both the
reporting and prior year.

If a reporting entity is a) licensed as a property and casualty insurer; b) completes the property and casualty annual
statement for the reporting year; and ¢) passes the Health Statement Test (as described above), the reporting entity
must complete the health statement beginning with the first quarter’s statement for the second year following the
reporting year in which the reporting entity passes the Health Statement Test and must also file the corresponding
risk-based capital report. For example, if the reporting entity reports premium and reserve ratios of 95% or greater
in 20X1 and again reports premium and reserve ratios of 95% or greater in 20X2, the reporting entity is deemed
to have passed the Health Statement Test as of 20X2. Therefore, the reporting entity would begin completing the
health statement in the first quarter 20X4.

20X1 20X2 20X3 20X4
Premium Ratio 95% or greater 95% or greater Work with | Move to Orange
Reserve Ratio 95% or greater 95% or greater domestic regulator | Blank Quarter 1

to_move effective
Quarter 1 20X4

As noted above, the domiciliary state regulator maintains full discretion in determining which annual statement
blank must be filed and when the reporting entity is to move.

Variances from following these instructions:

If a reporting entity’s domestic regulator requires the reporting entity to complete an annual statement form and
risk-based capital report that differs from these instructions, the domestic regulator shall notify the reporting entity
in writing by June 1 of the year following the reporting year in which a Health Statement Test is submitted.

© 2024 National Association of Insurance Commissioners 7



Attachment Two-C
Accounting Practices and Procedures (E) Task Force
3/17/24

PART 2 — PROPERTY AND CASUALTY INTERROGATORIES

Detail Eliminated To Conserve Space

2. This General Interrogatory is designed to determine whether a reporting entity reports predominantly health lines of
business. Health lines include hospital or medical policies or certificates, comprehensive major medical expense
insurance and managed care contracts and exclude other health coverage such as credit insurance, disability income
coverage, automobile medical coverage, workers compensation, accidental death and dismemberment policies and
long-term care policies.

All reporting entities should file the test; however, a reporting entity that is required to also file the Protected Cell
Statement is not subject to the results of the Health Statement Test and should continue to complete the property blank.
Premlum and reserve 1nformat10n is obtamed from the annual statement sources referenced on the form erfrom-the

rding-premivm asrelating to the current and prior reporting
perlods The premium and reserve ratios are calullaled on Lhe net basis reporting.

Item Description Reporting Year Annual Statement Data Prior Year Annual Statement Data

2.1  |Premium Numerator Health Premium values listed in the-Net Health Premium values listed in the Net
Premiums Earned During Year column Premiums Earned During Year column
(Column 4) of the reporting year’s U&I (Column 64) of the reporting year’s U&I
Part 1: Part 1B:

Lines 13.1 and 13.2 Lines 13.1 and 13.2

Lines 15.1, 15.2, 15.4, 15.6, and 15.8 Lines 15.1, 15.2, 15.4, 15.6, and 15.8
Line 15.5 (should include Medicare Line 15.5 (should include Medicare
Pass-Through Payments Reported as Pass-Through Payments Reported as
Premium) Premium)

Line 15.9 in part (inclade-enlyMedieare Line 15.9 in part (inclade-onlyMedieare
Premismexclude automobile medical Premismexclude automobile medical
coverage workers’ compensation coverage workers’ compensation
accidental death and dismemberment accidental death and dismemberment
policies) policies)

2.2 |Premium Denominator | Premiums Earned(Page 4, Line1)-ofthe | Premium Earned(Page 4 Line1)-ofthe
reportitg———year’s————annual | prior year's ahtrual
statementUnderwriting and Investment statementUnderwriting and Investment
Exhibit, Part 1, Column 4, Line 35 Exhibit, Part 1, Column 4, Line 35

2.3  |Premium Ratio 2.12.2 2.12.2

2.4(a) |[Reserve Numerator Part 2A, Unpaid Losses and Loss | Part 2A, Unpaid Losses and Loss
Adjustment Expenses (Columns 8+9, | Adjustment Expenses (Columns 8+9,
Lines 13+15 (excluding Line 15.3 | Lines 13+15 (excluding Line 15.3
Disability Income, Line 15.7 Long-Term | Disability Income, Line 15.7 Long-Term
Care), Line 15.9 in part (inelade—eonly | Care), Line 15.9 in part (inclade—enly
Dlodionee Toe Topnell e o nnll ) Sledionee T Toovpd e Do vl
Minimum—Premivmexclude  automobile | Minimum—Premivmexclude  automobile
medical coverage, workers’ compensation, | medical coverage, workers’ compensation
accidental death and dismemberment | accidental death and dismemberment
policies)) plus Part 1A, Recapitulation of | policies)) plus Part 1A, Recapitulation of
all Premiums (Columns 1+2, Lines 13+15 | all Premiums (Columns 1+2, Lines 13+15
(excluding Line 15.3 Disability Income, | (excluding Line 15.3 Disability Income,

© 2024 National Association of Insurance Commissioners 8




Attachment Two-C

Accounting Practices and Procedures (E) Task Force

3/17/24

Line 15.7 Long-Term Care), Line 15.9 in
part (include—only—MedicarePart—D—and
Creslessend i Seenaieas

automobile medical coverage, workers’

Line 15.7 Long-Term Care), Line 15.9 in

part (inelude—only—MedicarePart—D—and
R it

automobile medical coverage, workers’

compensation, accidental death and

compensation, accidental death and

dismemberment policies)) of the reporting
year’s annual statement.

dismemberment policies)) of the reporting
year’s annual statement.

2.5 |Reserve Denominator Hapatd—TLEoss—and—FAE—Page—3- | bapatd—Toss—and—EAE—Page—3-
Colamn—tEines12+3)Part 2A. Unpaid | CelumntEinest+2+3)Part 2A. Unpaid
Losses and Loss Adjustment Expenses Losses and Loss Adjustment Expenses
(Line 35, Columns 8 + 9) plus Part 1A, | (Line 35, Columns 8 + 9) plus Part 1A,
Recapitulation of all Premiums (Line 35, | Recapitulation of all Premiums (Line 35,
Columns 142) of the reporting year’s | Columns 1+2) of the prior year’s annual
annual statement. statement.

2.6 Reserve Ratio 2.4/2.5 2.4/2.5

(a)  Alternative Reserve Numerator — Company records may be used to adjust the reserve numerator to provide consistency

between the values reported in the reserve numerator (2.4) and the premium numerator (2.1).

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/bwg/att 2c_2023-
14bwg_modified.docx
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Attachment Two-D
Accounting Practices and Procedures (E) Task Force

3/17/24
NAIC BLANKS (E) WORKING GROUP
Blanks Agenda Item Submission Form
FOR NAIC USE ONLY
DATE: 10/13/2023 Agenda Item #_2023-15BWG MOD
CONTACT PERSON: Ryan Fleming (Vice Chair American Academy of | Year 2024
Actuaries & Dale Bruggeman (Chair SAPWG) Changes to Existing Reporting [ ]
New Reporting Requirement [ X ]
TELEPHONE: Ryan (414) 665-5020

REVIEWED FOR ACCOUNTING PRACTICES AND
PROCEDURES IMPACT

EMAIL ADDRESS: ryanfleming@northwesternmutual.com
No Impact [X ]
ON BEHALF OF: Joint submission by (i) AAA C-2 Mortality Working | Modifies Required Disclosure [ ]
Group and (ii) Statutory Accounting Principles | Is there data being requested in this proposal
Working Group which is available elsewhere in the
Annual/Quarterly Statement? [ No ]
NAME: Ryan Fleming (Vice Chair American Academy of ***If Yes, complete question below***
Actuaries and DISPOSITION

Dale Bruggeman (Chair SAPWG)

Rejected For Public Comment
Referred To Another NAIC Group
Received For Public Comment
Adopted Date __02/21/2024
Rejected Date

Deferred Date

—_——————
>

Other (Specify)
BLANK(S) TO WHICH PROPOSAL APPLIES
[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [ X ] CROSSCHECKS
[ ] QUARTERLY STATEMENT [ X ] BLANK
[ X ] Life, Accident & Health/Fraternal [ ] Separate Accounts [ ] Title
[ ] Property/Casualty [ ] Protected Cell [ ] Other
[ ] Health [ ] Health (Life Supplement)

Anticipated Effective Date: _Annual 2024

IDENTIFICATION OF ITEM(S) TO CHANGE
Add a new General Interrogatory to provide needed information for completing the C-2 mortality risk in the Life Risk-Based
Capital (RBC).

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE**
The new General Interrogatory will provide net amounts at risk in some of the categories used in the Life/Fraternal RBC C-2
mortality risk. The amounts for the reporting categories used are not available elsewhere in the annual statement. The
addition will allow for direct pulls of information between the annual statement and the RBC formula. All subsequent
interrogatories within General Interrogatories — Part 2 will be renumbered.

***|F THE DATA IS AVAILABLE ELSEWHERE IN THE ANNUAL/QUARTERLY STATEMENT, PLEASE NOTE WHY IT IS REQUIRED
FOR THIS PROPOSAL***

NAIC STAFF COMMENTS
Comment on Effective Reporting Date:

Other Comments:

**  This section must be completed on all forms. Revised 11/17/2022

© 2024 National Association of Insurance Commissioners 1



Attachment Two-D
Accounting Practices and Procedures (E) Task Force
3/17/24

ANNUAL STATEMENT INSTRUCTIONS - LIFE/FRATERNAL

PART 2 — LIFE ACCIDENT HEALTH COMPANIES/FRATERNAL BENEFIT SOCIETIES INTERROGATORIES

Life and Accident Health Companies/Fraternal Benefit Societies:

*=

Detail Eliminated To Conserve Space *

Disclose information for completing the C-2 mortality risk in the Life Risk-Based Capital (RBC). This disclosure

provides information by certain product characteristics not found elsewhere in the Life/Fraternal Annual Statement
but used in the Life/Fraternal Risk-Based Capital (RBC). The amounts are used to calculate the net (direct plus
assumed minus ceded) amount at risk for life insurance by product characteristics for the RBC C-2 risk.

NOTE: Life/Fraternal entities are not required to complete this general interrogatory if they are not required to generate

an RBC because of certain state statutes.

Definitions for the lines of business can be found in the Appendix of the Life, Accident and Health Annual
Statement Instructions.

Pricing flexibility is defined as the ability to materially adjust rates on inforce contracts through changing premiums
and/or non-guaranteed elements as of the valuation date and withing the next five policy years and reflecting typical
business practices.

Modified coinsurance life reserves are the portion of modified coinsurance life reserves which relates to policy
reserves that, if written on a direct basis, would be included in Exhibit 5.

In force amounts originate in the Exhibit of Life Insurance but need to be reported by the individual policy
characteristic. Life reserves are part of Exhibit 5 reporting in the General Account statement and/or Exhibit 3 in the
Separate Accounts statement. Modified coinsurance assumed is included in Schedule S, Part 1, Section 1, Column
12, while modified coinsurance ceded is included in Schedule S, Part 3, Section 1, Column 14.

***Note: This new interrogatory will be inserted as interrogatory #8 as it applies to both Life and Fraternal companies. The remaining
interrogatories will need to be renumbered***

© 2024 National Association of Insurance Commissioners 2



Attachment Two-D
Accounting Practices and Procedures (E) Task Force
3/17/24

ANNUAL STATEMENT BLANK - LIFE/FRATERNAL

GENERAL INTERROGATORIES

PART 2 -LIFE, ACCIDENT AND HEALTH COMPANIES/FRATERNAL BENEFIT SOCIETIES INTERROGATORIES

Life, Accident and Health Companies/Fraternal Benefit Societies:

Detail Eliminated To Conserve Space

8. Provide the current-year amounts at risk for the following categories.

Individual and Industrial Life Amount at Risk
8.01 Modified Coinsurance Assumed Reserves $

8.02 Modified Coinsurance Ceded Reserves S

Individual and Industrial Life Policies With Pricing Flexibility Amount of Risk
8.03 Net Amount (Direct + Assumed — Ceded) in Force S

8.04 Exhibit 5 Life Reserves (Direct + Assumed — Ceded) S

8.05 Separate Account Exhibit 3 Life Reserves (Direct + Assumed — Ceded) $

8.06 Net Modified Coinsurance Reserves (Assumed — Ceded) S

8.07 Life Reserves (8.04 + 8.05 + 8.06) $

8.08 Life Net Amount at Risk (8.03 —8.07) $

Individual and Industrial Term Life Policies Without Pricing Flexibility Amount of Risk
8.09 Net Amount (Direct + Assumed — Ceded) in Force S

8.10 Exhibit 5 Life Reserves (Direct + Assumed — Ceded) S

8.11 Separate Account Exhibit 3 Life Reserves (Direct + Assumed — Ceded) $

8.12 Net Modified Coinsurance Reserves (Assumed — Ceded) S

8.13 Life Reserves (8.10 +8.11 + 8.12) $

8.14 Life Net Amount at Risk (8.09 —8.13) $

Group and Credit Life (Excluding FEGLI/SGLI) Amount at Risk
8.15 Modified Coinsurance Assumed Reserves $

8.16 Modified Coinsurance Ceded Reserves $

Group and Credit Term Life (Excluding FEGLI/SGLI) with Remaining Rate Terms 36 Months and Under
Amount of Risk

8.17 Net Amount (Direct + Assumed — Ceded) in Force

8.18 Exhibit 5 Life Reserves (Direct + Assumed — Ceded)

8.19 Separate Account Exhibit 3 Life Reserves (Direct + Assumed — Ceded)
8.20 Net Modified Coinsurance Reserves (Assumed — Ceded)

8.21 Life Reserves (8.18 +8.19 + 8.20)

8.22 Life Net Amount at Risk (8.17 — 8.21)

Group and Credit Term Life (Excluding FEGLI/SGLI) with Remaining Rate Terms Over 36 Months
Amount of Risk

8.23 Net Amount (Direct + Assumed — Ceded) in Force

8.24 Exhibit 5 Life Reserves (Direct + Assumed — Ceded)

8.25 Separate Account Exhibit 3 Life Reserves (Direct + Assumed — Ceded)
8.26 Net Modified Coinsurance Reserves (Assumed — Ceded)

8.27 Life Reserves (8.24 +8.25 + 8.26)

8.28 Life Net Amount at Risk (8.23 —8.27)

and Credit Permanent Life (Excluding FEGLI/SGLI) with Pricing Flexibilit

Amount of Risk

8.29 Net Amount (Direct + Assumed — Ceded) in Force

8.30 Exhibit 5 Life Reserves (Direct + Assumed — Ceded)

8.31 Separate Account Exhibit 3 Life Reserves (Direct + Assumed — Ceded)
8.32 Net Modified Coinsurance Reserves (Assumed — Ceded)

8.33 Life Reserves (8.30 +8.31 + 8.32)

8.34 Life Net Amount at Risk (8.29 —8.33) $

***Note: This new interrogatory will be inserted as interrogatory #8 as it applies to both Life and Fraternal companies. The remaining
interrogatories will need to be renumbered***

© 2024 National Association of Insurance Commissioners 3



Attachment Two-D
Accounting Practices and Procedures (E) Task Force
3/17/24

INFORMATIONAL ONLY — Not part of the changes for proposal 2023-1SBWG
NOTE: The below is NOT part of the BWG proposal but is an FYI page only showing how the annual statement information, including the new general
interrogatory, would pull into LRBC Page LR025 for the C-2 mortality risk.

Legend
Items that can be pulled directly from annual statement Calculated fields within the RBC Items pulled from the new general interrogatory
pages other than the new general interrogatory

Annual Statement Source

Individual & Industrial Life
(1)  Total Individual & Industrial Life Net Amount at Risk (EOLI, Columns 2 + 4, Line 23 x 1000) —
[(Exhibit 5, Columns 3 + 4, Line 0199999) +
(Separate Accounts, Exhibit 3, Column 3, Line
0199999) +
(Gen Interrogatory Part 2, Column 1, Line 8A1) —
(Gen Interrogatory Part 2, Column 1, Line 8A2)]

(2)  Total Individual & Industrial Life Policies with Pricing Flexibility Net Amount at Risk Gen Interrogatory Part 2, Column 1, Line 8B6
(3)  Total Individual & Industrial Term Life Policies without Pricing Flexibility Net Amount at Risk Gen Interrogatory Part 2, Column 1, Line 8C6
(4)  Total Individual & Industrial Permanent Life Policies without Pricing Flexibility Net Amount at Risk _
(5)  Total Individual & Life Insurance _

Group & Credit Life
(6)  Total Group & Credit Life (Excluding FEGLI/SGLI) Net Amount At Risk (EOLI, Columns 6 + 9, Line 23 x 1000) —
(EOLI, Columns 2 + 4, Line 43 x 1000) —
(EOLI, Columns 2 + 4, Line 44 x 1000) —
[(Exhibit 5, Columns 5 + 6, Line 0199999) +
(Separate Accounts, Exhibit 3, Column 4, Line
0199999) +
(Gen Interrogatory Part 2, Column 1, Line 8D1) —
(Gen Interrogatory Part 2, Column 1, Line 8D2)]
(7)  Group & Credit Term Life with Remaining Rate Terms 36 Months and Under Net Amount At Risk (Gen Interrogatory Part 2, Column 1, Line 8E6)
(8)  Group & Credit Term Life with Remaining Rate Terms Over 36 Months Net Amount At Risk (Gen Interrogatory Part 2, Column 1, Line 8F6)
(9)  Group & Credit Permanent Life with Pricing Flexibility Net Amount At Risk Gen Interrogatory Part 2, Column 1, Line 8G6
(10)  Group & Credit Permanent Life without Pricing Flexibility Net Amount At Risk &
(11) FEGLI/SGLI Life Insurance in Force EOLI, Columns 2 + 4, Lines 43 + 44 x 1000

(12)  Total Group & Credit Life
(13) Total Life

© 2024 National Association of Insurance Commissioners 4



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
NAIC BLANKS (E) WORKING GROUP
Blanks Agenda Item Submission Form
FOR NAIC USE ONLY
DATE: 11/15/2023 Agenda Item # 2023-16BWG MOD
CONTACT PERSON:  Kris DeFrain Year 2024
Changes to Existing Reporting [ X ]
TELEPHONE: 816-783-8229 New Reporting Requirement [ ]
EMAIL ADDRESS: kdefrain@naic.org REVIEWED FOR ACCOUNTING PRACTICES AND
PROCEDURES IMPACT
ON BEHALF OF: Casualty Actuarial and Statistical (C) Task Force | NoImpact [ X ]
Modifies Required Disclosure [ ]
NAME: Christian Citarella Is there data being requested in this proposal
. which is available elsewhere in the
TITLE: Chair of CASTF Annual/Quarterly Statement? [ No |
***|If Yes, complete question below***
AFFILIATION: New Hampshire Insurance Department DISPOSITION
ADDRESS: [ ] Rejected For Public Comment
[ ] Referred To Another NAIC Group
[ ] Received For Public Comment
[ X 1] Adopted Date _ 02/21/2024
[ ] Rejected Date
[ ] Deferred Date
[ ] Other (Specify)
BLANK(S) TO WHICH PROPOSAL APPLIES
[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [ X ] CROSSCHECKS
[ ] QUARTERLY STATEMENT [ X ] BLANK
[ ] Life, Accident & Health/Fraternal [ ] Separate Accounts [ ] Title
[ X 1 Property/Casualty [ ] Protected Cell [ ] Other
[ ] Health [ ] Health (Life Supplement) [ ] Life (Health Supplement)

Anticipated Effective Date:__Annual 2024

IDENTIFICATION OF ITEM(S) TO CHANGE

Change Schedule P to show 10 years of data and a “prior” row for all lines of business beginning in 2024. This modifies
requirements for seven lines of business that currently only show 2 years of data and a “prior” row.

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE**
See Next Page

*%*|F THE DATA IS AVAILABLE ELSEWHERE IN THE ANNUAL/QUARTERLY STATEMENT, PLEASE NOTE WHY IT IS REQUIRED
FOR THIS PROPOSAL***
Not available elsewhere

NAIC STAFF COMMENTS

Comment on Effective Reporting Date:

Other Comments:

**  This section must be completed on all forms. Revised 11/17/2022
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Accounting Practices and Procedures (E) Task Force
3/17/24

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE**

While all 10 years of accident-year data are required for every line of business to produce summary data and comply with
risk-based capital (RBC) requirements, only 2 years of accident-year data is required to be shown in the Schedule P exhibits
for seven lines of business: the property lines of business, pet insurance plans, and financial guaranty/mortgage guaranty
business. Some of the current 2-year lines of business are experiencing significant loss development after 2 years. A review
of industry aggregate Schedule P—Part 2 results across these 2-year lines shows the prior line regularly has 25% or more of
the reported one-year loss development. The information for more accident years will aid regulatory review of reserves for
these lines.

P/C companies currently maintain 10 years of data for the current “short-tailed” lines to prepare the Schedule P Summaries
and report for Risk-Based Capital (RBC). There are multiple reasons for the proposed change: 1) The 2-year reporting
requires unneeded calculations that can easily result in errors on the “prior row.” 2) With all lines having 10 years of data,
Schedule P will be easier to understand because one would be able to reconcile the summary data and line of business
data. 3) Given current technology, there seems to be no material time, printing or cost savings derived by only showing two
years of data for six lines of business.

We recommend this change from two to ten years of data be completed in one step, because the data for ten years has
been collected and stepwise progression would be prone to issues akin to those in the 2-year lines.

© 2024 National Association of Insurance Commissioners 2



Attachment Two-E
Accounting Practices and Procedures (E) Task Force
3/17/24

ANNUAL STATEMENT INSTRUCTIONS —- PROPERTY/CASUALTY
SCHEDULE P

There are seven parts and the interrogatories within Schedule P. Part 1 provides detailed information on losses and loss
expenses. Part 2 provides a history of incurred losses and defense & cost containment expenses. Part 3 provides a history of
loss and defense & cost containment payments. Part 4 provides a history of bulk and incurred but not reported (IBNR) reserves.
Part 5 provides a history of claims. Part 6 provides a history of premiums earned. Part 7 provides a history of loss sensitive
contracts. Schedule P Interrogatories provides for additional calculation and explanation of various amounts.

Schedule P is intended to display a-summary-eontaining-ten years of historical data for all lines of business. Fhe-easualty-lines
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Accounting Practices and Procedures (E) Task Force

3/17/24
ABC Insurance Company
Sehedule P—Part 2
One Yeardevel nealldi . ded
Part | 24 | 2B | 2¢ | 2B 2E 26 | 26 | 2w ] 22 | 2
PRIOR 4237 5079 320 10044 6139 B ] 419 0475 4042
2645 618 985 (59h 86y (55%6) 99 €433) 525
2646 F432 (39345 (966) 4:363) 576 HO (2:366) 45
208 728 (98433) (995 HS) €499) +064 :824) €435)
2649 6:570)  (64722) (43382 B9y H6:1R6) 164 3 €498)
2620 26:472) G855 335 3555 136 (25 =24 4 26
Dt %11.826
2022 7706y 97108 &94) H336)  (9:928) 29H 4773y 56 X5402)
2023 *
Published
On
Part 2J 2K 21 2N 20 2P 2R 28 Calewlated | Sununary
PRIOR 879) 951 o (508) 410 @88y (1357 550 99241 99241
2044 h 249 - &h 64+ 46) 3 15:866)  (15:866)
2045 432 106 - ) £ 92 19 46:242)  (H6:212)
2046 3933 155 - “0) 206+ 2:694 289 29634 29634
2017 81 134 - @478) 740 1195 304 @3:193)  (43,193)
208 €483) 475 - €98) 1257 162} 53 04613 (H04613)
2649 6:825) +990 - R4 2880 (1506) 216) 85109 (1169
2020 €0:397%) - 6279) 7 B4 85789 85789
262+ H856) ) - 89 459 C (63:416)  (63;416)
£#22,975) #3784 4 %550 €6;819)
#47:592) #30hH HEHY) 433 267 * 62560 (32506)
2022 * * * *
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3/17/24
T - — ; e
PARF | 24 | 2B | 2¢ | 2 | 2E 2F 26 2H 1 202 | 21
2044 @255  (H5332) (K9 G278 (1046) ©7D 765) 38
)
)
2020 947 (H3:694 398 3745 €978} €106) 734 547
)
H ines"Prior! %’_149
2022
2023
Published
On
PART 2J 2K 2L 2N 20 2p 2R 28 CALC'D | Summary
PRIOR @484 G 29 8971 897
2045 358 286 &) 9% o7 336) 20587 26587
2016 3707 645 276 622) (465 + 6H928)  (61928)
)
2022
2023 ;
)
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3/17/24
2023 TWO YEAR PEVELOPMENT FOR SHORT-TAILED LINES
CALENDAR YEAR 2023 CALENDAR YEAR 2021 CAL-YR
2023
PARTI PARTI 2 YEAR
| cor28 |cer21&22]Cot8&9] Netdne Col28 | Col21 &22 | Col8&9 | Netdne DEVELOPMENT
PRIOR 3605 || prIOR 3,605
2044 262,784 3 +6;57+ 246210 2044 262,722 34 +6;516 246;172 38
2045 424677 24 417 406,236 2045 424,667 49 18384 406;+74 62
2022 187,953 357 22;460 165:136 2022 -
2023 192,529 2,530 23;229 166,770 2023 -
PARTJ PARTJ
Col28 | Col21 & | Col8-&9 | Netlne Col28 | Col21-&22 | Cot8&9 | Netdne
22
PRIOR A8 *| PRIOR Z434)
2044 2:560:420 B 226625 2333430 2044 2559975 45 226;520 2333410 70
2022 3950875 3020 442898 3:504:977 2022 _
2023 4554594 42756 A6 4097224 2023 -
PARTK PARTK
Col28 | Col21 & | Col8-&9 | Netlne Col28 | Col21 &22 | Cot8&9 | Netdne
22
PRIOR B = | PRIOR D
2018 21018 317 20701 2018 1819 + 317 17801 2.900
2020 145 18 27 2020 15 Hs 27
2021 587 460 127 2021 798 7 460 334 @64
2022 54 7 37 2022 -
2023 378 8 7 363 2023 -
[TREL) 8 1982 77945 74204 8 1958 69238 8367
© 2024 National Association of Insurance Commissioners 6



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
2023
PART- L PART L 2YEAR

PRIOR 9 |=| prioR 29

2044 3038 934 2057 2044 35040 98+ 2;059 @)

2045 5769 1046 4723 2045 5769 1046 4723 -

2046 9:844 962 8882 2046 9844 962 8882 -

2017 5334 6 s2n 2017 5334 6 5271 .

2018 6221 91 6130 2018 6224 9t 6430 .

2020 6014 2 o2 2020 6014 2 6012 .

2021 5390 5390 2021 2,837 40 2797 @407
2022 3925 5 39 2022 -
2023 4316 40 4276 2023 :

56;840 40 3487 33643 55048 40 3482 47:826 2:380)

PARTS PARTS

PRIOR 603 || prIOR 603

2014 1 3 2014 + + :

2015 122 18 2015 122 4 18 -

2046 &h &8 2046 &h + &3 -

2022 4 : 2022 : :
2023 8 8 - 2023 -

18 - 17 704 106 5 101 603

© 2024 National Association of Insurance Commissioners 7



Attachment Two-E
Accounting Practices and Procedures (E) Task Force
3/17/24

SCHEDULE P — PART 1

Part 1 - Summary is the total of the Schedule P lines. Fe#th%prope%mes—ﬁﬂs%eeessaﬁ%eﬂupplemeﬂ%th&datarﬂﬁhe

~Non-proportional assumed

reinsurance — Property, L1ab111ty and F mancral Lmes can be summed together as reported

# Detail Eliminated To Conserve Space *

Line 1, “Prior,” Columns 4 through 11;(summary-and-apprepriate-parts);-should only reflect amounts paid or received in the
current calendar year.

© 2024 National Association of Insurance Commissioners 8



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P — PART 7
* Detail Eliminated To Conserve Space - *
EXHIBIT B
Paid 1 i Part1JA PhvsicalD | Part 1S
Paid theu 2023
Paid-thru 2022 Paidin 2023 Included
Part1-Sunmmary
Direct=+ Direet+ Direct—+
Assuned Ceded Assuned Ceded Asstined Ceded Prior
includes
payments
Priorto madcin
2014 9 1] 300 30 300 30 2023 only
2014 1,000 100 150 15 1150 H5
2015 950 95 143 14 1,093 109
2016 900 90 135 14 1,035 104
2017 850 e 128 13 978 98
2048 200 =0 120 2 920 92
2049 50 75 +H3 + X63 X6
2020 700 70 105 11 305 81
202+ 650 65 98 +0 Fs 5
2022 600 60 90 9 690 69
2023 0 0 83 8 83 8
Fotal | 7.200 | 720 ] | 1463 | 146 | [ 8663 | 866 |
Priorto 6,600 660 1290 129
2022
Paid thra 2023
Tnehaded-n-ParH
Aato-Physieal
e
Direet+
Assumed Ceded
Priorto
2022 1,290 129
e
2022 690 69
2023 83 8
Total 2,063 206
Diff= 6:600 660
e

© 2024 National Association of Insurance Commissioners 9



Attachment Two-E
Accounting Practices and Procedures (E) Task Force
3/17/24

* Detail Eliminated To Conserve Space *

Reijnsuranee
AsB; €
2044 2044 2044 2044
2045 2045 2045 2045
2046 2046 2046 2046
2017 2047 2047 2047
2048 Equals 2018 Plus 2018 Plus 2018
2049 2049 2049 Prioete 2049
2020 2020 Zhan S —han
2024 2021 2021 2021
2022 2022 2022 2022 2022
2023 2023 2023 2023 2023
1B |PRRV-AUTFO 1§ [AUTFOPHYSDAM: O [ReinsB
[SHISaREAT K [FDSERET P [ Reins€
| |AUFO -
1B |W—CcOMP |E |CREDHSA&H
E |eMP
E |MED-MALP S [ EFREMORT-GLEAR
|G |SPECEHIAB- T WARRANTY
H |OTHER
HAR:
“Py3 »
do-notinclude
cunnative-datafor
Individual aceid
vears 2020 and before.
This info-willl
captured-and
[M]INTE
R |PRODB-
J:I-ArB

© 2024 National Association of Insurance Commissioners 10



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
Paid 1 i Part3J PhysicalD | Part3S
Paid-thru 2023
S
Pireet— Pireet— Pitcet— Cumtthative
S eded S eded Seed Ceded ]
20
neededfor
Priorto Parts 2
2014 4.000 400 300 30 4300 430 and-3
2014 1,000 100 150 15 1,150 115
2015 950 95 143 +4 1.093 109
2046 900 90 135 4 033 +0-4
2045 wS B 42 13 et O
2018 800 80 120 12 920 92
2019 750 75 113 11 863 86
2020 700 70 105 11 805 as
2021 650 65 98 10 748 75
2022 600 60 90 9 690 69
2023 9 9 83 8 83 8
Fotal [ H200| 20| [ 4463 | 146 | [ 42663 [ 17266 |
Priorto
2022 Paid 10,600 1,060 1,290 129
thry2022
Less
Priorto
2022 paid 1500 150
02022
Paid—thry—2023
ks IncludedinPart 37
Ao PhysieaDamaee)
Priorto Dircet =+
2022 paid 9100 910 Assumed Ceded
thry 2021
Priorto
2022 paid 2,799 279
thrg 2023
2022 690 69
2023 83 8
Total 3,563 356
e
2004-Paid Diff=2021
shees Seprioy 0100 OO
112014 Bt
* Detail Eliminated To Conserve Space *

© 2024 National Association of Insurance Commissioners 11



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
ANNUAL STATEMENT BLANK - PROPERTY/CASUALTY
SCHEDULE P — ANALYSIS OF LOSSES AND LOSS EXPENSES
SCHEDULE P - PART 11 - SPECIAL PROPERTY (FIRE, ALLIED LINES, INLAND MARINE,
EARTHQUAKE, BURGLARY AND THEFT)
($000 OMITTED)
Premiums Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1 -2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. Prior... . XXX XXX XXX . . XXX
2. 2023201 . XXX
3. 20232016.. XXX
4. 2017 XX
5. 201
6. 2019
7. 2020
8. 2021
9. 2022
10. 2023................ . . . - D;
11. 2024................. i | XXX
124, Totals XXX XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and Subrogation Expenses and
Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/F i Earned) Nontabular Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
1. XXX XXX XXX XXX XXX XXX | i | XXX
20 i | i |
S
1 ]' L
123, XXX XXX XXX XXX XXX XXX XXX

© 2024 National Association of Insurance Commissioners 12



Attachment Two-E

Accounting Practices and Procedures (E) Task Force
3/17/24

SCHEDULE P - PART 1J - AUTO PHYSICAL DAMAGE

($000 OMITTED)
Premi Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1-2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. i XXX XXX XXX . . . . . XXX
2. .
3.
4.
5. 2018
6. 2019.................
7. 2020.................
8. 2021
9. 2022
10. 2023
11. 2024
124. Totals XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and and Subrogation Expenses and
Assumed Ceded Assumed Assumed Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/Premiums Earned) N Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
XXX XXX XXX XXX XXX XXX XXX
6.
7
8.
9.
10.
11. . .
123 XXX XXX XXX XXX XXX XXX XXX

© 2024 National Association of Insurance Commissioners 13



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P - PART 1K - FIDELITY/SURETY
($000 OMITTED)
Premi Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1-2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. i XXX XXX XXX . . . . . . XXX
2. . XXX
3. XXX
4. X
5. 2018
6. 2019.................
7. 2020.................
8. 2021
9. 2022
10. 2023
11. 2024
124. Totals XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and and Subrogation Expenses and
Assumed Ceded Assumed Assumed Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/Premiums Earned) N Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
XXX XXX XXX XXX XXX XXX XXX
6.
7
8.
9.
10.
11. . .
123 XXX XXX XXX XXX XXX XXX XXX

© 2024 National Association of Insurance Commissioners 14



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P — PART 1L — OTHER (INCLUDING CREDIT, ACCIDENT AND HEALTH)
($000 OMITTED)
Premi Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1-2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. Prior.. XXX XXX XXX - . - - . XXX
2. 2023201 T XXX
3. 20232016 | e XXX
4. 2017 XXX
5..2018
6. 2019.
7. 2020.
8. 2021
9. 2022
10. 2023
11. 2024 . D
124. Totals XXX XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and and Subrogation Expenses and
Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/Premiums Earned) Nontabular Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
1. XXX XXX XXX XXX XXX XXX s XXX
2.
3.
4.
S.
6.
8.
9.
10.
123, XXX XXX XXX XXX XXX XXX XXX

Detail Eliminated To Conserve Space

© 2024 National Association of Insurance Commissioners 15



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P — PART 1S — FINANCIAL GUARANTY/MORTGAGE GUARANTY
($000 OMITTED)
Premi Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1-2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. i XXX XXX XXX . . . . . . XXX
2. . XXX
3. XXX
4. X
5. 2018
6. 2019.................
7. 2020.................
8. 2021
9. 2022
10. 2023
11. 2024
124. Totals XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and and Subrogation Expenses and
Assumed Ceded Assumed Assumed Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/Premiums Earned) N Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
XXX XXX XXX XXX XXX XXX XXX
6.
7
8.
9.
10.
11. . .
123 XXX XXX XXX XXX XXX XXX XXX

© 2024 National Association of Insurance Commissioners 16



Attachment Two-E

Accounting Practices and Procedures (E) Task Force
3/17/24

SCHEDULE P - PART 1T - WARRANTY

($000 OMITTED)
Premi Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1-2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. i XXX XXX XXX . . . . . XXX
2. .
3.
4.
5. 2018
6. 2019.................
7. 2020.................
8. 2021
9. 2022
10. 2023
11. 2024
124. Totals XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and and Subrogation Expenses and
Assumed Ceded Assumed Assumed Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/Premiums Earned) N Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
XXX XXX XXX XXX XXX XXX XXX
6.
7
8.
9.
10.
11. . .
123 XXX XXX XXX XXX XXX XXX XXX

© 2024 National Association of Insurance Commissioners 17



Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P - PART 1U — PET INSURANCE PLANS
($000 OMITTED)
Premi Earned Loss and Loss Expense Payments 12
1 2 3 Defense and Cost Adjusting and Other 10 11
Loss Payments Containment Payments Payments Number of
Years in Which 4 5 6 7 8 9 Salvage Total Net Claims Reported
Premiums Were Direct Direct Direct Direct and Paid Direct
Earned and Losses and Net and and and Subrogation (Cols. 4-5+ and
Were Incurred Assumed Ceded (Cols. 1-2) Assumed Ceded Assumed Ceded Assumed Ceded Received 6-7+8-9) Assumed
1. Prios XXX XXX XXX . . . . . . XXX
2. 2023 XXX
3. 20232 XXX
4. 2017 X
5..2018
6. 2019.................
7. 2020.................
8. 2021
9. 2022
10. 2023
11. 2024
124. Totals XXX XXX XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Contai Unpaid Unpaid Number of
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Total Net Claims
13 14 15 16 17 18 19 20 Salvage Losses Outstanding
Direct Direct Direct Direct Direct and and Direct
and and and and and Subrogation Expenses and
Assumed Ceded Assumed Assumed Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
Total Loss and Loss Expense Percentage 34 Net Balance Sheet
Losses and Loss Expenses Incurred (Incurred/Premiums Earned) Nontabular Discount Reserves After Discount
26 27 28 29 30 31 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
XXX XXX XXX XXX XXX XXX XXX
6.
7
8.
9.
10.
11. . .
123 XXX XXX XXX XXX XXX XXX XXX

Detail Eliminated To Conserve Space
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Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24

SCHEDULE P — PART 21 - SPECIAL PROPERTY (FIRE, ALLIED LINES, INLAND MARINE, EARTHQUAKE,

BURGLARY, AND THEFT)
NCURRED NET LOSSES AND DEFENSE AND COST CONTAINMENT EXPENSES REPORTED AT YEAR-END (8000 OMITTED) DEVELOPMENT
1 2 3 4 3 6 A 8 9 10 1 12
/ears in Which One Two
sses Were Incurred 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Year Year
1. Prior
2. 2015
3
XXX
XXX X
X ,
X XXX
X X
XXX X XXX XXX XXX
12. Totals
INCURRED NET LOSSES AND DEEENSE AND COST CONTAINMENT EXPENSES REPORTED AT YEAR END(S000- OMITTED) DEVELOPMENT
2 3 4 B 6 7 & 9 10 H 2
One Tweo
2046 2047 2048 2049 2020 2024 2022 2023 2024 Year Year
XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
4 Fotals
SCHEDULE P — PART 2J - AUTO PHYSICAL DAMAGE
1. Prior
2. 2015
3
XXX XXX
12. Totals
XXX
AN AN AN
4—TFotals
1. Prior
2. 2015
3. 2016 .
4. 2017.
5. 201
XXX XXX XXX
12. Totals
AN ANAN NN NN AN AN AN
XXX XXX NXX NXX XXX XXX NXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
4—Totals
SCHEDULE P — PART 2L - OTHER (INCLUDING CREDIT, ACCIDENT AND HEALTH)
1. Prior
2.
3.
XXX XXX
12. Totals
XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX
4—TFetals
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Attachment Two-E
Accounting Practices and Procedures (E) Task Force
3/17/24

Detail Eliminated To Conserve Space

SCHEDULE P — PART 2S — FINANCIAL GUARANTY/MORTGAGE GUARANTY

Prior

1
2. 2015
3. 2016 e
4. 2017
5..2018
6. 2019
7. 2020
8. 2021
9. 2022
10. 2023 oo, XXX XXX
12024 XXX XXX XXX XXX
12. Totals
XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX AXX XXX XXX

SCHEDULE P — PART 2T - WARRANTY

. Prior

1
2. 2015
3. 2016.....
4. 2017
5..2018
6. 2019
7. 2020
8. 2021
9. 2022
10. 2023 XXX XXX
11. 2024 XXX XXX XXX XXX
12. Totals
XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
SCHEDULE P — PART 2U — PET INSURANCE PLANS
1. Prior
2.
3.
4
S.
2019
7. 2020
XXX
XXX XXX XXX
12. Totals
XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX

Detail Eliminated To Conserve Space
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Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P — PART 31 - SPECIAL PROPERTY (FIRE, ALLIED LINES, INLAND MARINE,
EARTHQUAKE, BURGLARY, AND THEFT)
CUMULATIVE PAID NET LOSSES AND DEFENSE AND COST CONTAINMENT EXPENSES REPORTED AT YEAR-END (8000 OMITTED) 11 12
1 2 3 4 5 6 7 8 9 10 Number of Number of
Claims Claims
Closed Closed
Years in Which With Loss Without Loss
2015 2016 2017 2018 2019 2020 2021 2022 202 2024 Payment Payment
000 XXX XXX

11. 2024
CUMULATIVE PAID NET LOSSES AND DE END-($000-OMITTED 1t 12
+ 2 3 4 5 6 7 8 9 10 Number-of Number-of
Claims-Closed Claims-Closed
XXX XXX XXX XXX XXX XXX XXX 000 XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX

SCHEDULE P — PART 3J - AUTO PHYSICAL DAMAGE

000

. Prior

1
2. 2015
3

. 2016

2017..

2024 National Association of Insurance Commissioners
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Attachment Two-E

Accounting Practices and Procedures (E) Task Force
3/17/24

Detail Eliminated To Conserve Space

SCHEDULE P — PART 3S — FINANCIAL GUARANTY/MORTGAGE GUARANTY

000

1. Prior.......
2. 2015

3. 2016...
4. 2017

7. 2020
8. 2021...

- WARRANTY

SCHEDULE P - PART 3U - PET INSURANCE PLANS

1. Prior.......
2. 2015
3

2016

Detail Eliminated To Conserve Space
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Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24

SCHEDULE P — PART 41 - SPECIAL PROPERTY (FIRE, ALLIED LINES, INLAND MARINE, EARTHQUAKE,

BULK_AND IBNR RESERVES ON NET LOSSES AND DEFENSE AND COST CONTAINMENT EXPENSES REPORTED AT YEAR-END (3000 OMITTED)

s in Which 1 2 3 4 5 6 7 8 9 10
Incurred 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
> > XXX

XXX § XXX XXX > XXX XXX
BULKAND IBNR RESERVES ONNETLOS ND DEFENSEAND COST CONTAINMENT EXPENSES REPORTED AT YEAR END (5000 OMIFTED)
¥ 2 3 4 B 6 7 B 9 10
2045 2016 2047 2018 2019 2020 2024 2022 2023 2024
XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX
XXX
XXX XXX

SCHEDULE P — PART 4K - FIDELITY/SURETY

Prior
2015

Detail Eliminated To Conserve Space
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Attachment Two-E
Accounting Practices and Procedures (E) Task Force
3/17/24

SCHEDULE P — PART 4S — FINANCIAL GUARANTY/MORTGAGE GUARANTY

. Prior
. 2015
. 2016.

2
3
4. 2017
5
6

XXX
XXX XXX
XXX
XXX XXX
XXX
XXX XXX
XXX
XXX XXX
. Prior
. 2015
. 2016
XXX
XXX XXX
XXX
X% X

Detail Eliminated To Conserve Space
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Attachment Two-E
Accounting Practices and Procedures (E) Task Force

3/17/24
SCHEDULE P — PART 5T - WARRANTY
SECTION 1
CUMULATIVE NUMBER OF CLAIMS CLOSED WITH LOSS PAYMENT DIRECT AND ASSUMED AT YEAR-END
Years in Which Premiums Were 1 2 3 4 5 6 7 8 9 10
Earned and Losses Were Incurred 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
1. Prior
2. 2015
3. 2016
4. 2017
5. 2018
6. 2019
7. 2020
8. 2021
9. 2022
10. 2023 ) > XXX
11. 2024 XXX XXX XXX XXX
CUMUL PAYMENT DIRECT AND ASSUMED AT YEAREND
B + 2 3 4 5 6 7 8 9 10
Earned and Losses Were Ineurred 2045 2046 2047 2018 2019 2029 2024 2022 2023 2024
P XXX XXX XXX XXX XXX XXX XXX
2202 XXX XXX XXX XXX XXX XXX XXX XXX
—3.—2024 XXX XXX XXX XXX XXX XXX XXX XXX
SECTION 2
NUMBER OF CLAIMS OUTSTANDING DIRECT AND ASSUMED AT YEAR-END
Years in Which Premiums Were 1 2 3 4 5 6 7 8 9 10
Earned and Losses Were Incurred 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
1. Prior
2. 2015
3. 2016 e
4. 2017
5. 2018
6. 2019
7. 2020
8. 2021 XXX
9. 2022 XXX
10. 2023 XXX XXX | i |
1. 2024 XXX XXX XXX
NUM OUTSTANDING IRECTAND-ASSUMED AT YEAR-END
+ 2 3 5 6 7 8 9 10
2015 2016 2017 2019 2020 2021 2022 2023 2024
L—P XXX XXX XXX XXX XXX XXX
2202 XXX XXX XXX XXX XXX XXX XXX
—3—2024 XXX XXX XXX XXX XXX XXX XXX

SECTION 3
CUMULATIVE NUMBER OF CLAIMS REPORTED DIRECT AND ASSUMED AT YEAR-END

Years in Which Premiums Were 1 2 3 4 5 6 1 8 9 10
Earned and Losses Were Incurred 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
1. Prior

2. 2015

3. 2016

4. 2017

5. 2018

6. 2019 XXX

7. 2020 XXX

8. 2021 X

9. 2022 X

10. 2023 X > > XXX
1. 2024 XXX XX2 XXX XXX XXX

CUMULATIVE NUMBER OF CLAIMS REPORTED DIRECTAND ASSUMED AT YEAREND
Yearsia-Which-PremiumsWere + 2 3 4 5 6 7 8 9 10
Earned-and-Losses Were tneurred 2045 2046 2047 2048 2049 2020 2024 2022 2023 2024
P XXX XXX XXX XXX XXX XXX XXX
2202 XXX XX XXX XXX XXX XXX XXX XXX
32024 XX X06¢ X6 XXX XX X6 X6 XXX

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/bwg/att 2e_2023-
16bwg_modified.docx
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Attachment Two-F
Accounting Practices and Procedures (E) Task Force

3/17/24

Blanks (E) Working Group
Editorial Revisions to the Blanks and Instructions
(presented at the February 21, 2024, Meeting)
Statement Type:
H = Health; L/F = Life/Fraternal Combined; P/C = Property/Casualty; SA = Separate Accounts; T = Title

Effective Table Name Description Statement | Filing

Type Type
2024 Schedule DL, Parts 1 and | CHANGE TO BLANK H, L/F, Annual /
2 P/C, T Quarterly
Update the sub header for the line reference on the Assets page for separate accounts.
SCHEDULE DL - PART 1
SECURITIES LENDING COLLATERAL ASSETS
Reinvested Collateral Assets Owned December 31 Current Year
(Securities lending collateral assets reported in aggregate on Line 10 of the Assets page (Line 9 for Separate Accounts)
and not included on Schedules A, B, BA, D DB and E)
SCHEDULE DL - PART 2
SECURITIES LENDING COLLATERAL ASSETS
Reinvested Collateral Assets Owned December 31 Current Year
(Securities lending collateral assets included on Schedules A, B, BA, D, DB and E
and not reported in aggregate on Line 10 of the Assets page (Line 9 for Separate Accounts))
2024 Schedule DL, Parts 1 and | CHANGE TO INSTRUCTION H, L/F, Annual /
2 P/C, T Quarterly

Update the sub header for the line reference on the Assets page for separate accounts.
SCHEDULE DL — PART 1

SECURITIES LENDING COLLATERAL ASSETS
Reinvested Collateral Assets Owned December 31 Current Year
(Securities lending collateral assets reported in aggregate on Line 10 of the asset page
(Line 9 for Separate Accounts) and not included on Schedules A, B, BA, D, DB and E.)

SCHEDULE DL — PART 2

SECURITIES LENDING COLLATERAL ASSETS
Reinvested Collateral Assets Owned December 31 Current Year
(Securities lending collateral assets included on Schedules A, B, BA, D, DB and E
(Line 9 for Separate Accounts) and not reported in aggregate on Line 10 of the asset page.)
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Attachment Two-F
Accounting Practices and Procedures (E) Task Force

Statement for Affiliated
Property/Casualty
Insurers

Update the Line reference for Schedule D, Part 2 back to line 5999999999 instead of line
5989999999 because there are eliminating entries of common affiliate stock that has to be done with
the combined statement. These entries are noted in the combined instructions. This was updated to
line 5989999999 for annual 2022 but was decided it should have stayed as line 5999999999.

6. With the exception of Schedule Z, the format to be used is that of the NAIC Annual
Statement blank for property/casualty insurers. The specific pages, exhibits, and schedules
to be included are as follows:

Title Page (in part)
Assets
Liabilities, Surplus and Other Funds
Statement of Income
Cash Flow
Underwriting and Investment Exhibit, Parts 1 through 3
Exhibit of Net Investment Income
Exhibit of Capital Gains (Losses)
Schedule D, Summary by Country
Schedule D, Part 1A, Sections 1 and 2
Schedule D, Parts 1 and 2, Totals (Line 2509999999, 4509999999 or
59899999995999999999) only
Note: Do not complete the footnote for Schedule D, Parts 1 and 2

3/17/24
Effective Table Name Description Statement | Filing
Type Type
2024 Market Conduct Annual CHANGE TO INSTRUCTION H, L/F, Annual
Statement (MCAS) P/C
Premium Exhibit for Year | Clarification on Fraternal companies filing MCAS Supplement.
MARKET CONDUCT ANNUAL STATEMENT (MCAS) PREMIUM EXHIBIT FOR YEAR
ko Frateria R DO tetie Sisae dpaatea e1d ~~" ” RESY—areho SGtHIE
to-file-an MCAS Fraternal Benefit Societies are not currently required to file an MCAS and should
answer “No” to Interrogatory 36 on the Life/Fraternal Statement’s Supplemental Exhibits and
Schedules Interrogatories. ***
2024 Combined Annual CHANGE TO INSTRUCTION P/C Annual
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Attachment Two-F
Accounting Practices and Procedures (E) Task Force

3/17/24

Effective

Table Name

Description

Statement
Type

Filing
Type

2024

Supplemental Health Care
Exhibit — Parts 1 and 2

CHANGE TO INSTRUCTION
A line in the instructions was inadvertently removed with proposal 2022-16BWG.

A schedule must be prepared and submitted for each jurisdiction in which the company has written
direct comprehensive major medical health business, or has direct amounts paid, incurred or unpaid
for provisions of health care services. In addition, a schedule must be prepared and submitted that
contains the grand total (GT) for the company. However, insurers that have no business that would
be included in Columns 1 through 9 or 12 of Part 1 for ANY of the states are not required to complete
this supplement at all. If an insurer is required to file the supplement, then the insurer must complete
Parts 1 and 2 for each state in which the insurer has any health business, even if a particular state will
show $0 earned premiums reported in Columns 1 through 9 or 12 of Part 1. Companies should contact
their domiciliary regulator to obtain a waiver of the filing if the only reportable business in Columns

1 through 9 are comprised of closed blocks of small group, large group or individual business that, if

totaled across all states, does not equal 1,000 lives in total.

H, L/F,
P/C

Annual

2024

Schedule D, Part 1 and
Part 2, Section 1 and 2

CHANGE TO INSTRUCTION

Add guidance language for PLGI SVO Administrative Symbol. (Column 6 for Schedule D, Part 1
and Column 20 for Schedule D, Part 2, Section 1)

SVO Administrative Symbol:

Following are valid SVO Administrative Symbols for bonds. Refer to the
Purposes and Procedures Manual of the NAIC Investment Analysis Office
for the application of these symbols.

S Additional or other non-payment risk

SYE Additional or other non-payment risk - Year-end carry over
FE Filing Exempt

FM Financially Modeled RMBS/CMBS subject to SSAP 43R
YE Year-end carry over

IF Initial filing

PL Private Letter Rating

PLGI Private Letter Rating — reported on General Interrogatory —
for guidance on Private Letter Securities refer to Part Three
of the Purposes and Procedures Manual of the NAIC
Investment Analysis Office

H, L/F,
P/C, T

Annual
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Attachment Two-F
Accounting Practices and Procedures (E) Task Force

With the editorial change adopted on 11/7/2023 for Note 12A(1) the illustration now needs to be

updated for actuarial gain/loss.

12A(1)
a. Pension Benefits
Benefit obligation at beginning of year
Service cost
Interest cost
Contribution by plan participants

Actuarial gaindess)gain / loss

A e e

***Detail Eliminated to Conserve Space***

b. Postretirement Benefits

Benefit obligation at beginning of year
Service cost

Interest cost

Contribution by plan participants

Actuarial gainless)gain / loss

A e e

***Detail Eliminated to Conserve Space***

c. Special or Contractual Benefits Per SSAP No. 11
Benefit obligation at beginning of year
Service cost

Interest cost

Contribution by plan participants

Actuarial gain-fessygain / loss

Nk =

***Detail Eliminated to Conserve Space***

3/17/24
Effective Table Name Description Statement Filing
Type Type
2024 Notes to Financial CHANGE TO INSTRUCTION H, L/F, Annual
Statements P/C, T

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024springnm/summary and minutes/bwg/blanks editorial changes feb 2024.docx
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