
 

 

The National Association of Insurance Commissioners (NAIC) recently held its Spring National Meeting in 
Milwaukee. Our publication highlights issues that NAIC groups have addressed since the 2017 Fall National 
Meeting. We hope you find it informative, and we welcome your comments. Please contact your local EY 
professional for more information. 

What you need to know 
• Various groups began to address the implications of federal income tax reform for the NAIC 

statutory framework by adopting an interpretation of and exposing revisions to statutory 
accounting guidance, as well as considering potential changes to reserving and regulatory capital 
calculations, among other things. 

• The Reinsurance (E) Task Force began to address the implications of the covered agreement 
for reinsurance collateral by requesting that the Credit for Reinsurance Model Law (#785) and 
the Credit for Reinsurance Model Regulation (#786) be revised and that processes to 
implement such revisions be developed. The Task Force also requested that revisions to the 
risk-based capital formulas be considered. 

• The Variable Annuity Issue (E) Working Group began to discuss the proposed revisions to the 
reserving and regulatory capital framework for variable annuities. The Statutory Accounting 
Principles (E) Working Group proposed requirements for the application of a special accounting 
treatment for derivative contracts that hedge variable annuity guarantee benefits subject to 
fluctuations due to interest rate sensitivity. 

• The Statutory Accounting Principles (E) Working Group exposed a discussion document 
detailing how the US GAAP concepts in the new standard on credit losses should be 
incorporated into statutory accounting. 
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Federal income tax reform considerations 
The Statutory Accounting Principles (E) Working Group (SAPWG) adopted INT 18-01: Updated Tax Estimates 
under the Tax Cuts and Jobs Act to incorporate the accounting and disclosure guidance from the Securities 
and Exchange Commission (SEC) Staff Accounting Bulletin (SAB) 118 into the statutory accounting 
framework (Ref #2018-02). This interpretation also clarifies how a reporting entity should recognize 
adjustments to deferred taxes for the corporate tax rate change for year-end 2017 statutory reporting. 

Additionally, SAPWG exposed revisions to Statement of Statutory Accounting Principles (SSAP) No. 101, 
Income Taxes, to reflect the enactment of the Tax Cuts and Jobs Act (the Act) on 22 December 2017 
(Ref #2018-01). The revised content would reflect the changes in the ability to carry back ordinary 
losses and the new 21% corporate tax rate. SAPWG has not proposed revising the existing statutory 
concepts for admissibility of deferred tax assets, but it is seeking feedback on the assessment of reversal 
patterns of deferred tax items under the Act. Comments are due by 23 April 2018. 

SAPWG also directed the NAIC staff to draft separate agenda items on issues resulting from the Act, 
including the statutory accounting treatment for alternative minimum tax credits, the base erosion anti-
abuse tax and global intangible low-taxed income. 

The Financial Condition (E) Committee received a request from the American Council of Life Insurers (ACLI) 
to take various actions on statutory accounting, reserving and risk-based capital (RBC) requirements in 
response to the Act as categorized below: 

• Items that will require relatively simple fixes include many of the formulas and instructions in the 
Life RBC calculation, the appendices to cash flow testing for the C-3 component of the Life RBC 
formula and the asset valuation reserve (AVR) instructions. 

• Items that will require significant modeling efforts to address the effect of federal income tax reform 
include the factors for the C-1 and C-2 components of the Life RBC formula, which were calculated 
using models that included tax cash flows and discounted using after-tax discount rates. 

The ACLI also included in its letter items that won’t require changes, such as the asset adequacy analysis 
required by VM-30: Actuarial Opinion and Memorandum Requirements, the reserving requirements of 
Actuarial Guideline XLVIII—The Application of the Valuation of Life Insurance Policies Model Regulation 
(AG 38), the interest maintenance reserve (IMR) calculation, VM-20 instructions, and the accounting for 
deferred gains on reinsurance transactions in Appendix A-791, Life and Health Reinsurance Agreements. 

The ACLI is also asking that the minimum RBC ratio required for the Life principle-based reserving (PBR) 
exemption be recalibrated for the effects of the reduction in the corporate tax rate. 

Various NAIC groups will be involved in responding to the ACLI’s request. The ACLI has requested that 
the implementation of any required changes to the NAIC statutory framework occur at the same time 
and that implementation occur in 2019. 

Covered agreement on reinsurance collateral 
The Reinsurance (E) Task Force discussed the next steps in the process to address reinsurance collateral 
requirements for qualifying entities domiciled in the European Union (EU) following the signing of the 
covered agreement between the US and the EU on 22 September 2017. The covered agreement 
includes a provision for US states to eliminate collateral requirements for EU reinsurers that meet 
certain conditions for financial strength and market conduct within five years. Otherwise, the Federal 
Insurance Office can implement regulations that would preempt state law. 

The Reinsurance (E) Task Force held a public hearing on the covered agreement and, based on 
stakeholder feedback, it requested that the Financial Condition (E) Committee do the following: 

• Approve a request for NAIC model law development to revise the Credit for Reinsurance Model Law 
(#785) and the Credit for Reinsurance Model Regulation (#786) to conform to the collateral 
requirements of the covered agreement for reinsurers domiciled in EU jurisdictions. These models 
should also provide reinsurers domiciled in NAIC-qualified jurisdictions that are not part of the EU 
(e.g., Bermuda, Japan and Switzerland) with collateral reductions similar to those that will be 
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implemented to comply with the covered agreement, pending reciprocity by those jurisdictions of 
the same treatment and recognition afforded to the US by EU jurisdictions in accordance with the 
covered agreement. Accordingly, the non-EU qualified jurisdictions must agree to recognize the US 
approach to group supervision, including the assessment of group capital. 

• Approve charges for the Reinsurance (E) Task Force and its Qualified Jurisdiction (E) Working Group 
and Reinsurance Financial Analysis (E) Working Group to revise the provisions of Model #785 and 
Model #786 and develop processes to implement these revisions. Specifically, the Task Force would 
be directed to address the effect of a breach of the covered agreement on the reinsurer’s collateral 
obligations and the effect of a failure of a non-EU qualified jurisdiction to meet the standards 
imposed by its agreement. 

• Approve charges for the Capital Adequacy (E) Task Force (CATF) to address whether the reinsurance 
credit risk charges for the Life and Health RBC formulas should be based on the financial strength of 
the reinsurer consistent with the P&C RBC formula. CATF would also determine whether the Property 
and Casualty (P&C) RBC formula needs to be adjusted to factor in information on non-rated reinsurers. 

• Approve charges for SAPWG to review and possibly modify Schedule F and related instructions to 
determine how best to address the expected changes in reinsurance collateral requirements. 

Principle-based reserving 
The PBR framework for life insurance contracts is included in the Valuation Manual, which sets the 
minimum valuation standards and reserve requirements for life insurance products and variable 
annuities issued on or after 1 January 2017. The valuation of reserves under the PBR framework is 
optional for a three-year transition period, and life insurers can elect to use it on a product-by-product 
basis. The Life Actuarial (A) Task Force (LATF) continues to perform work to update the Valuation 
Manual and address issues related to PBR implementation. 

LATF heard an update on the work of a joint committee of the American Academy of Actuaries (AAA) and 
the Society of Actuaries (SOA) to develop guaranteed issue (GI) mortality tables for use in the valuation of 
GI life insurance policies. LATF previously decided to exempt these policies from the PBR framework, 
with policy reserves determined based on current formula requirements. Representatives from the joint 
committee presented their analysis of how reserves would be affected by the use of a GI valuation table 
with various loading factors (i.e., margin) and the use of the 2017 Commissioners Standard Ordinary (CSO), 
2001 CSO and 1980 CSO tables. LATF exposed the analysis with corresponding amendments to the 
Valuation Manual that would enable the adopted table to be applied to GI life insurance policies issued on 
or after 1 January 2019, with mandatory application on or after 1 January 2022. Comments are due by 
25 April 2018. 

LATF continued its work on the collection of accelerated underwriting data in VM-51: Experience Reporting 
Formats. LATF is conducting a study to identify methods and additional data elements that insurers use 
to develop a baseline mortality when accelerated underwriting methods are used. LATF exposed a 
questions and commentary document on accelerated underwriting developed by the AAA and SOA to 
better understand the perceived value and ability to obtain the various data elements for this study. 

LATF exposed revisions to VM-20: Requirements for Principle-Based Reserves for Life Products to clarify 
the aggregation of mortality segments for the purpose of determining credibility. The revisions are 
intended to eliminate the existing interpretations of the application of the VM-20 requirements for 
aggregation, since the level of credibility affects the size of the margin for the identified mortality 
segment. Comments are due by 10 May 2018. 

Valuation Manual amendments 
LATF adopted various amendments to the 2018 edition of the Valuation Manual for implementation in 
2019. Among other things, the amendments clarify the definitions of the deterministic reserve and 
stochastic reserve, increase the granularity of the factors for credible data from company experience to 
industry experience in the valuation tables used to set the mortality assumption, clarify the treatment of 
riders, clarify that gross premium includes applicable policy fees and make various editorial changes. 
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LATF also continued its work on clarifying how the requirements of the PBR framework are applied. 
LATF’s Valuation Manual Maintenance Agenda contains the list of submitted proposals for amendments 
to the Valuation Manual that are currently under consideration. 

LATF re-exposed revisions to VM-31: PBR Actuarial Report Requirements for Business Subject to a 
Principle-Based Valuation that are intended to clarify its scope. The revisions would establish additional 
regulatory requirements for the PBR actuarial report and consistency with VM-20 and VM-21: 
Requirements for Principle-Based Reserves for Variable Annuities by including their exclusion tests in its 
scope. Comments are due by 16 April 2018. 

LATF also re-exposed revisions to VM-50: Experience Reporting Requirements to reflect that the NAIC 
has been approved to serve as the experience reporting agent on behalf of the states when the adoption 
of PBR becomes mandatory on 1 January 2020. The responsibilities of the experience reporting agent 
include collecting, pooling and aggregating data submitted by insurers as prescribed by the lines of 
business included in VM-51. The data collected by the NAIC will be considered confidential information. 
Comments are due by 25 April 2018. 

LATF exposed revisions to VM-51 to conform its requirements to the proposed revisions in VM-50 and 
update the definition of “statistical plan” and the requirements for data submission. Comments are due 
by 25 April 2018. 

Variable annuity framework 
The Variable Annuities Issues (E) Working Group (VAIWG) continued its work to identify and address the 
regulatory issues in the NAIC statutory framework (i.e., statutory accounting, reserving and regulatory 
capital requirements) for variable annuities. 

Quantitative impact study 
VAIWG discussed the feedback on its 28 proposed recommendations for revising the reserve and RBC 
requirements for variable annuities. Representatives from Oliver Wyman prepared a document summarizing 
the feedback on each recommendation, providing its responses to that feedback and discussing the 
implications of the proposed revisions. 

VAIWG attempted to identify areas of consensus or compromise on the recommendations, with regulators 
reaching a consensus on using the current equity calibration criteria and developing less conservative 
revenue-sharing criteria. However, further analysis will be required before a decision can be made on 
(1) how to consider hedging strategies (i.e., the use of a “clearly defined hedging strategy” or discretionary 
programs) in the conditional tail exception reserve calculation models and (2) the retention of the standard 
scenario as a component of the reserve calculation (i.e., floor reserve) or for disclosure only. Regulators 
that expressed support for the retention of the standard scenario as a disclosure-only requirement also 
suggested that multiple standard scenarios could be provided as part of the disclosure, with assumptions 
tailored to the requirements of different product types. For variable annuities, regulators identified the 
lapse assumption as a critical component in the assessment of risks inherent in the calculation of reserves 
for these products. 

Final consensus has not been reached on the changes required to incorporate the recommendations into 
the variable annuity framework, with many of the recommendations not discussed. VAIWG will continue 
its discussion in future meetings. 

Special accounting treatment for derivatives 
The SAPWG exposed an issue paper proposing requirements for the application of a special accounting 
treatment to derivative contracts hedging variable annuity guarantee benefits that are subject to 
fluctuations as a result of interest rate sensitivity (Ref #2016-03). The provisions of the issue paper 
would be captured in a new SSAP that is separate and distinct from the guidance in SSAP No. 86, 
Derivatives, since the derivative contracts that would be subject to these requirements would not qualify 
for hedge effectiveness under SSAP No. 86. The application of the proposed guidance would be limited 
to the derivative transactions specified in the issue paper and permitted only if all of the requirements 
for the special accounting treatment are met. Comments are due by 18 May 2018. 
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Long-term care insurance regulation 
The Receivership and Insolvency (E) Task Force re-exposed draft referrals to the Health Insurance and 
Managed Care (B) Committee and the CATF to review and consider conforming changes to the NAIC statutory 
framework related to the previously adopted amendments to Life and Health Insurance Guaranty Association 
Model Act (#520). The referral to the B Committee would recommend review of the Health Maintenance 
Organization Model Act (#430) and consideration of whether long-term care (LTC) products are appropriately 
categorized as health insurance. The referral to CATF would recommend review of the appropriateness of 
the RBC charge for guaranty fund assessment risk for both the Life and Health RBC calculations. 

The Receivership and Insolvency (E) Task Force also adopted a memorandum to be sent to state insurance 
departments alerting them to issues they should consider when reviewing state laws and regulations on 
receivership and health maintenance organizations for consistency with the amendments to Model #520. 

Other NAIC groups have continued to work on initiatives addressing issues in LTC insurance regulation. 
Developments from these groups include: 

• The Long-Term Care Actuarial (B) Working Group discussed results from surveys by state insurance 
regulators on whether the data submitted on the LTC supplement to the annual statement could be 
improved. The Working Group elected to not make any changes to experience reports this year, 
since it will be the first year of reporting under Actuarial Guideline XLVIII—Actuarial Opinion and 
Memorandum Requirements for the Reinsurance of Policies Required to be Valued Under Sections 6 
and 7 of the NAIC Valuation of Life Insurance Policies Model Regulation (Model #830) (AG 48), and 
regulators may determine additional uses of the experience reports. 

• The Long-Term Care Pricing (B) Subgroup adopted a draft consolidated LTC insurance rate increase 
review checklist that state insurance regulators can use when evaluating requests for rate increases 
on LTC insurance policies. The checklist is intended to make the information and data request process 
more uniform among states. It serves as a list of inquiries that states typically send at the beginning 
of reviews of rate increase filings. The checklist has been submitted to the Long-Term Care Actuarial 
(B) Working Group, which will discuss the document on an interim call scheduled for 11 April 2018. 

• The Senior Issues (B) Task Force exposed a new Limited Long-Term Care Insurance Model Act and a 
new Limited Long-Term Care Insurance Model Regulation, which were both adopted by the Short 
Duration Long-Term Care Policies (B) Subgroup. Comments are due by 4 May 2018. 

Statutory Accounting Principles (E) Working Group 
Appendix A in this publication summarizes the actions taken by SAPWG to revise statutory accounting 
and reporting guidance since the 2017 Fall National Meeting. 

SAPWG adopted revisions to SSAP No. 68, Business Combinations and Goodwill, to require a reporting 
entity to disclose information addressing the amount of admitted goodwill as of the reporting date, as 
well as admitted goodwill as a percentage of the book adjusted carrying value of the subsidiary, 
controlled or affiliated (SCA) entity (Ref #2017-18). 

SAPWG also adopted revisions to SSAP No. 41R, Surplus Notes, and SSAP No. 97, Investments in 
Subsidiary, Controlled and Affiliated Entities, to clarify that the “double-counting” concept also applies to 
surplus notes issued by the parent and held by an SCA that is reported as an “investment in SCA” in the 
statutory-basis financial statements of the parent. The revisions also clarify that an SCA’s direct or 
indirect acquisition of a surplus note issued by the parent is always eliminated from the value of the 
investment in the SCA reported by the parent (Ref #2017-21). 

SAPWG adopted revisions to SSAP No. 102, Pensions, and SSAP No. 92, Postretirement Benefits Other 
Than Pensions, to remove the disclosure requirement for the reconciliation of plan assets classified as 
Level 3 in the fair value hierarchy (Ref #2017-30). 

SAPWG adopted revisions to SSAP No. 103R, Transfers and Servicing of Financial Assets and Extinguishments 
of Liabilities, to exclude cash equivalents, derivatives and short-term investments with credit assessments 
equivalent to an NAIC 1 or NAIC 2 designation from the wash sale disclosure requirements. The revisions 
also clarify that the wash sale disclosure should be captured in the financial statements for the reporting 
period in which the investment was sold (Ref #2017-31). 
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SAPWG exposed an issue paper detailing an initial assessment of the effect of Accounting Standards 
Update (ASU) 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for 
Hedging Activities, on statutory accounting. SAPWG requested feedback on the assessment and 
revisions needed to incorporate any modifications into statutory accounting, along with the differences 
between US GAAP and statutory accounting for derivatives that should be retained (Ref #2017-33). 

SAPWG also exposed a discussion document detailing how ASU 2016-13, Financial Instruments—Credit 
Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, should be incorporated into 
statutory accounting. SAPWG previously indicated that the US GAAP requirements would ultimately result 
in a more conservative approach compared with current statutory accounting guidance for investments 
recorded at amortized cost or fair value if the ASU’s requirements are not incorporated into the NAIC 
statutory framework. SAPWG requested feedback on potential modifications to these concepts or 
specific provisions that should be assessed to replace the incurred loss model with an expected credit 
loss model for statutory accounting (Ref #2016-20). 

Comments are due on exposed revisions to statutory accounting guidance as indicated in Appendix A. 

Executive Committee and Plenary 
During the Spring National Meeting, the Executive Committee and Plenary adopted the following: 

• Revisions to the Health Carrier Prescription Drug Benefit Management Model Act (#22) 

• The 2018 NAIC International Insurers Department Plan of Operation that was adopted by the 
Property and Casualty Insurance (C) Committee 

• The addition of the Corporate Governance Annual Disclosure Model Act (#305) and the Corporate 
Governance Annual Disclosure Model Regulation (#306) to Part A of the accreditation standards 

• State Ahead, which details the NAIC’s strategic plan for solvency monitoring and consumer protection 
through 2020 

Financial Stability (EX) Task Force 
The Task Force adopted modified versions of the baseline liquidity data blanks proposal and the notes 
blanks proposal. The proposals are aimed at providing state insurance regulators with additional information 
to support their assessment of liquidity risk for life insurers. The first proposal expands the breakout of 
product category information in the analysis of operations by line of business schedule and the analysis 
of increase in reserves schedule. The second proposal expands the information to be disclosed for life 
and annuity actuarial reserves and deposit-type contract liabilities by withdrawal characteristics. The 
adopted proposals will be sent to the Blanks (E) Working Group (BWG) for consideration as an annual 
statement reporting requirement for year-end 2019. Certain of the key data elements from the blanks 
proposals will also be requested in an April 2019 data call. 

The Task Force also exposed an NAIC staff analysis of information disclosed in the annual statement 
blank or separately provided to state insurance regulators for counterparty exposure concentrations. 
Comments are due by 16 May 2018. 

Big Data (EX) Working Group 
The Working Group discussed the following concepts for a mechanism to assist state insurance regulators 
in their review of complex models used in support of personal auto and homeowner insurance rate filings: 

• State insurance regulators will maintain their current rate regulatory authority. 

• State insurance regulators will work to share information that improves speed to market. 

• State insurance regulators will share expertise and discuss technical issues related to complex 
predictive models. 

• State insurance regulators will seek legal assistance to help make certain that each state’s 
confidentiality provisions apply. 
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The Working Group requested that the Property and Casualty Insurance (C) Committee charge the Casualty 
Actuarial and Statistical (C) Task Force (CASTF) to (1) draft and propose changes to the Product Filing 
Review Handbook to include best practices for the review of predictive models and analytics filed by 
insurers to justify rates, (2) draft and propose state guidance for rate filings based on complex predictive 
models and (3) facilitate training and sharing of expertise through predictive analytics webinars. 

The Working Group also adopted a recommendation for the Innovation and Technology (EX) Task Force 
to request that the Executive (EX) Committee (1) direct NAIC management to research the appropriate 
skills and number of resources required for the organization to address the needs of the NAIC membership 
in conducting reviews of predictive models and (2) direct the NAIC legal division to prepare a memorandum 
analyzing methods and procedures for sharing predictive modeling information while maintaining applicable 
statutory confidentiality protections. 

Life Insurance and Annuities (A) Committee 
The A Committee adopted revisions to Actuarial Guideline XLII—The Application of the Model Regulation 
Permitting the Recognition of Preferred Mortality Tables for Use in Determining Minimum Reserve 
Liabilities (AG 42), to provide guidance on the proper set of mortality rates to be used by the valuation 
actuary in the application of the 2017 CSO Preferred Class Structure Mortality Table. The existing 
guidance in AG 42 addresses the selection and documentation of mortality rates when the 2001 CSO 
Preferred Class Structure Mortality Table has been elected. 

Life Actuarial (A) Task Force 
LATF exposed a revised draft of VM-22: Maximum Statutory Valuation Interest Rates for Income 
Annuities, along with a list of common questions about the scope of its application. VM-22 was effective 
on 1 January 2018, however, certain of its requirements were subject to interpretation based on 
industry feedback. The VM-22 (A) Subgroup developed the proposed revisions to clarify the original 
intent of these requirements and expand the scope of VM-22 to include fixed payout annuities resulting 
from annuitizations that occur after 31 December 2017, regardless of the issue date of the host 
contract. Other revisions include updated definitions of key terms (i.e., “premium determination date” 
and “reference period”), as well as content oriented to the selection of the appropriate valuation rate, 
rather than its calculation. Comments are due by 25 April 2018. 

LATF also exposed a draft of a new actuarial guideline to address how Section 6 of the Standard 
Nonforfeiture Law for Individual Deferred Annuities (#805) should be applied to annuity product features 
that did not exist at the time the law was initially adopted. The exposed document is intended to be viewed 
as a starting point for future discussion on how assumptions should be treated under the standard 
nonforfeiture law, with an emphasis on the gradual convergence of cash surrender benefits to the paid-
up annuity benefit available at maturity. Comments are due by 28 May 2018. 

Annuity Suitability (A) Working Group 
The Working Group heard an update and legal analysis on the recent decision by the Fifth Circuit Court of 
Appeals vacating the fiduciary rule (i.e., best interest standard) issued by the US Department of Labor 
(DOL). The Working Group previously exposed an initial draft of proposed revisions to the Suitability in 
Annuity Transactions Model Regulation (#275) based on the DOL fiduciary rule to incorporate a best 
interest standard of conduct into the requirements of Model #275, with an indication that “best interest” 
and “suitability” are intended to be separate standards that together would address the fiduciary 
responsibility that an insurance producer (or insurance firm) has to the consumer. In light of recent 
developments, the Working Group elected to reopen the comment period for the proposed revisions to 
allow stakeholders to modify their feedback, if necessary. Comments are due by 27 April 2018. 

Annuity Disclosure (A) Working Group 
The Working Group continued its work to assess the adequacy of the disclosures required under the 
Annuity Disclosure Model Regulation (#245) in light of product innovations. Model #245 was amended to 
address certain issues regarding the illustration of participating income annuities (e.g., the appropriate 
dividend scales used in illustrations). The Working Group will continue discussing on an interim call the 
illustration of indexed returns for an index that has not existed for 10 years. 
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Longevity Risk (A/E) Subgroup 
The Subgroup continued its work on a project to address the recognition of longevity risk in statutory 
reserves and/or the RBC calculation, as appropriate. The scope of this project has focused on the 
assessment of longevity risk related to payout annuities for individual and group business. 

The Subgroup authorized the AAA to conduct a field study of its proposed methodology to calculate the 
RBC charge based on two primary components of longevity risk: basis risk (i.e., the difference between 
company experience and prescribed statutory mortality assumptions) and trend risk (i.e., a stress event 
for mortality improvement). The quantification of these risks would be converted to a factor and applied 
to the recorded reserves to determine the required level of regulatory capital for payout annuities. The 
Subgroup also clarified that the recommended factors will be based on the premise that statutory reserves 
are held at an appropriate confidence level (i.e., 85th percentile). 

The AAA will solicit actual company data from participants with “material” blocks of payout annuities. 
Deferred, indexed and variable annuities will be excluded from the analysis. The AAA will then analyze 
the aggregated data to determine which variables are contributing to the results and can be used in 
developing the longevity risk factors. The field study will also determine whether there is any correlation 
between mortality risk (i.e., the C-2 component of the Life RBC formula) and longevity risk. The AAA 
intends to present the results of the field study to the Subgroup at the 2018 Summer National Meeting. 
The Subgroup expects that the results will validate whether the formulaic reserves for payout annuities 
are set at a sufficient confidence level or if adjustments to the reserve valuation tables are necessary. 

Health Insurance and Managed Care (B) Committee 
The B Committee will consider a request from the Long-Term Care Actuarial (B) Working Group for model 
law development to address the appropriate standards to be used in the valuation of LTC insurance 
liabilities in the Health Insurance Reserves Model Regulation (#10) on an interim call. 

Health Actuarial (B) Task Force 
The Health Actuarial (B) Task Force (HATF) referred a proposal to the Health Reserves (B) Subgroup to 
consider revisions to Model #10 to specify which mortality tables can be used for reserving purposes. 
HATF believes the revisions are necessary since Model #10 currently references the use of mortality 
tables for whole life insurance, which continue to increase in number and variety. 

HATF announced that it will form a drafting group to update the Medicare Supplement Insurance Model 
Regulation Compliance Manual to address changes made to the Model Regulation to Implement the NAIC 
Medicare Supplement Insurance Minimum Standards Model Act (#651). 

Regulatory Framework (B) Task Force 
The Task Force discussed the feedback received on exposed revisions to the Accident and Sickness 
Insurance Minimum Standards Model Act (#170) and the Model Regulation to Implement the Accident 
and Sickness Insurance Minimum Standards Model Act (#171), which contemplated removing the short-
term, limited duration insurance coverage provisions. The Task Force elected to retain these provisions 
rather than incorporate them into a new NAIC model. The Task Force continues to solicit feedback on 
whether there are other substantive issues in Model #170 and Model #171 that must be addressed. 

Health Reserves (B) Subgroup 
The Subgroup exposed revisions to VM-30 to include a reference to Actuarial Guideline LI — The Application 
of Asset Adequacy Testing to Long-Term Care Insurance Reserves (AG 51), since AG 51 requires the 
establishment of premium deficiency reserves in certain situations. The Subgroup will also draft similar 
changes to the actuarial opinion instructions in the health annual statement blank. 

The Subgroup also exposed revisions to VM-25: Health Insurance Reserves Minimum Reserve Requirements 
(separate from the HATF referral to consider revisions to Model #10) to specify which mortality tables 
should be used for purposes of health reserving. VM-25 currently references the use of mortality tables 
for whole life insurance. 
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Property and Casualty Insurance (C) Committee 
The C Committee adopted the Public Adjuster Consumer Outreach Notice, Notice to Property and 
Casualty Insurance Companies, and Advisory for Home Improvement Contractors and Salesmen. These 
documents are meant to be a resource for state insurance regulators to educate the public, insurance 
industry and home improvement contractors about the role of public adjusters and the unauthorized 
practice of public adjusting. 

Casualty Actuarial Statistical (C) Task Force 
CASTF exposed a draft actuarial attestation form that would be completed and signed annually to verify 
that the actuary is qualified to sign a statutory P&C statement of actuarial opinion. The attestation form 
is intended to provide state insurance regulators with information on an actuary’s knowledge of a 
particular company. This differs from the AAA attestation form, which is focused on whether the US 
qualifications standards are met. The current draft had significant opposition and will be redrafted for 
further discussion. 

Financial Condition (E) Committee 
The E Committee adopted the request from the Reinsurance (E) Task Force to develop amendments to 
Model #785 and Model #786 that would address the terms of the covered agreement. 

The E Committee also approved the regulatory objective of a technical project requested by CATF that 
will require changes to NAIC information technology systems to facilitate the implementation of increased 
granularity for NAIC bond designation categories that are used in the RBC formulas. 

Blanks (E) Working Group 
Appendix B in this publication summarizes the actions taken by BWG since the 2017 Fall National Meeting. 

Capital Adequacy (E) Task Force 
CATF adopted and referred to the E Committee the Information Technology Work Related Bond 
Granularity Memo requesting approval for the Valuation of Securities (E) Task Force (VOSTF) and NAIC 
Investment Analysis Office (IAO) staff to begin the necessary information technology work to expand the 
NAIC bond designation categories (i.e., from six to 20 categories) and implement the revised structure in 
the RBC formulas. 

Appendix C in this publication summarizes the developments affecting RBC requirements based on 
actions taken since the 2017 Fall National Meeting by CATF and the various NAIC groups that report to it. 

Operational Risk (E) Subgroup 
The Subgroup adopted structural changes to the RBC formulas that implement the “add-on” methodology 
for basic operational risk with a 3% RBC factor for 2018. The Subgroup also adopted structural changes 
intended to address the potential for “double-counting” the operational risk charge in the RBC calculation 
of a parent insurer. These changes bring forward the RBC charge calculated by direct life insurance 
subsidiaries in the C-4a component of the Life RBC formula to offset the basic operational risk charge 
reported in the RBC calculation of the parent. 

The Subgroup also exposed revisions to the RBC instructions related to the adopted structural changes. 

Investment RBC (E) Working Group 
The Investment RBC (E) Working Group (IRBC) continued its work in developing the revised structure and 
factors for investment risk in each of the RBC formulas with an implementation date of year-end 2019. 
IRBC discussed the feedback on the previously exposed report from the AAA with an updated set of base 
factors and portfolio adjustment factors for bonds to be used in the Life RBC formula. Concerns were 
raised on the slope of bond charges, specifically on the effect on smaller companies. Adjustments were 
recommended, including additions to the risk premium offset (i.e., the amount of credit losses already 
included in statutory policy reserves) and expansion of the recovery experience to include other asset 
classes. IRBC determined that the best approach is to narrow immediate efforts on a single assumption 
and elected to focus on the risk premium offset assumption. The AAA will rerun its model with an 
updated assumption and perform a sensitivity analysis on the resulting bond factors. The revised model 
and related analysis will be presented to IRBC for discussion and exposure once accepted. 
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IRBC also heard an update from the AAA on the status of its work to develop revised bond factors for use 
in the Health and P&C RBC formulas, which is intended to tailor the risk charge (i.e., base factors and 
portfolio adjustment factors) based on a representative portfolio of investments applicable to these 
industry sectors. The AAA proposed a time horizon of four years for the P&C portfolio and one year for 
the Health portfolio to model the related factors, which is consistent with the periods used to model the 
underwriting and reserve charges in the respective RBC formulas. No portfolio adjustment factor was 
being proposed for the Health portfolio, with the associated risk being captured in an adjustment 
(i.e., increase) to the base factors. IRBC provided feedback to the AAA on its proposed approach, which 
will be incorporated into its work with a formal report expected in 2018. 

Group Capital Calculation (E) Working Group 
The Group Capital Calculation (E) Working Group continued its work in developing the requirements for 
the NAIC’s group capital calculation for an initial filing to state insurance regulators using 2019 annual 
data. The NAIC staff is currently working with regulators and volunteer insurance groups to perform a 
baseline exercise intended to help inform the decisions of the Working Group. 

The Working Group determined that a number of issues must be resolved before the field testing and 
data collection activities for the group capital calculation can occur, including the treatment of captives, 
the treatment of non-regulated entities, the scope of the group and the treatment of senior debt and 
surplus notes. 

The Working Group previously solicited several rounds of feedback on the treatment of captives that 
assume XXX/AXXX business in the group capital calculation. The Working Group discussed the feedback 
on the most recent version of an exposed NAIC staff memorandum on this issue and determined that the 
main difference in position relates to whether the amounts used for XXX/AXXX captives should be based 
on the existing regulatory framework or whether the calculation should include adjustments for consistency 
and comparability. The Working Group will continue its discussion on this issue in future meetings. 

The Working Group previously reached a tentative decision to apply a flat charge of 22.5% to the 
reported book adjusted carrying value for non-regulated entities, which is consistent with how such 
entities are treated in the RBC formulas. This decision was criticized as not being risk sensitive. The 
Working Group subsequently exposed an NAIC staff memorandum detailing a proposal for an alternative 
approach that would require the separate identification of financially regulated entities and entities that 
pose material risks to the group. The alternative approach would require criteria yet to be developed that 
would allow certain non-regulated entities to be grouped together. The Working Group discussed the 
feedback and directed the NAIC staff to revise the proposal for an additional exposure period. 

The Working Group exposed a memorandum about the legal entities that would be included in the scope 
of the group capital calculation. The memorandum included specific questions for stakeholders to 
consider and suggests that the scope of the group should be consistent with the provisions of the 
Insurance Holding Company System Regulatory Act (#440), while allowing flexibility for the lead state 
regulator to define the scope differently if the facts and circumstances suggest that a different approach 
is more appropriate. Comments are due by 8 May 2018. 

The Working Group discussed feedback on an NAIC staff memorandum that made recommendations on 
how to treat senior debt and surplus notes in the group capital calculation. The recommended treatment 
was revised based on this feedback and further research conducted by NAIC staff on international capital 
developments and on how other regulatory regimes view debt (i.e., structural regulatory subordination 
as a key consideration of debt allowed in a capital structure). The revisions include consideration for 
allowing a senior debt percentage greater than 20% of total available capital and eliminating the criteria 
related to acceleration clauses as a condition for allowance of senior debt as capital. The Working Group 
will continue its discussion on this issue in future meetings. 
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Group Solvency Issues (E) Working Group 
The Working Group adopted the comparison chart of information required to be submitted in the 
enterprise risk report (i.e., Form F) and in the Own Risk and Solvency Assessment (ORSA) summary 
report. The comparison chart is intended to improve the identification of similarities and differences in 
the basic reporting requirements applicable to insurers and insurance groups for the Form F and the 
ORSA summary report, as well as to provide regulator observations on the content to be submitted for 
each of the identified areas. The Working Group also indicated that the ORSA guidance manual would be 
reviewed to consider the need for clarifying guidance in Section 2 and Section 3 as a result of the work 
performed in developing the comparison chart. 

The Working Group also adopted the Form F implementation guide, which is intended to help insurers 
and state insurance regulators maximize the usefulness of information reported in the enterprise risk 
report to identify material risks in the insurance holding company system that could pose enterprise risk 
to the insurer. 

Receivership and Insolvency (E) Task Force 
The Task Force discussed a work plan to address the referral from the Financial Stability (EX) Task Force 
on recovery and resolution in support of the NAIC’s macro-prudential initiative. The work plan includes 
the following considerations: 

• Review and propose updates to current recovery and resolution laws, procedures, manuals and 
handbooks to align with best practice developments in international and federal supervision 

• Review and identify information from recovery and resolution planning that may be valuable as 
possible enhancements in prospective planning for large cross-border US insurance groups 

• Evaluate and propose solutions for any misalignments between state and federal laws, including 
federal rules on the recognition of stays and the effect of the recent report from the US Department 
of the Treasury on orderly liquidation authority 

The Task Force intends to take action to address these considerations throughout 2018. 

Valuation of Securities (E) Task Force 
VOSTF continued its work to amend the Purposes and Procedures Manual of the NAIC Investment 
Analysis Office (P&P Manual) to clarify instructions, modify various administrative procedures and 
improve the compilation function of the NAIC Securities Valuation Office (SVO). 

VOSTF adopted amendments to the P&P Manual that: 

• Create an NAIC policy statement for coordination between VOSTF and SAPWG 

• Simplify and consolidate text (in part two) containing filing instructions and documentation 
requirements, with text describing procedure and methodology (in part three) for power generation 
projects, working capital finance investments, credit tenant loans, structured transactions, post-
default securities, certified capital companies and lottery securities 

• Simplify and align the procedure and filing instructions for SCA transactions with statutory 
accounting guidance 

• Revise the description of the nationally recognized statistical rating organization (NRSRO) status of 
H.R. Ratings de Mexico, S.A., which was granted NRSRO status by the SEC 

VOSTF also exposed amendments to the P&P Manual that: 

• Continue simplifying and consolidating text (in part two) containing filing instructions and 
documentation requirements, with text describing procedure and methodology (in part three) for 
catastrophe-linked bonds, military housing bonds, securities issued by foreign sovereign government 
and supranational entities, preferred stock and US government securities. Comments are due by 
23 April 2018. 
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• Add policies previously adopted by VOSTF related to NAIC SVO administration of the filing exempt 
(FE) process, which would provide a policy framework to guide resolution of issues the NAIC SVO 
may encounter as it administers the FE process. Comments are due by 23 April 2018. 

• Redefine the term credit rating provider (CRP) in the NAIC CRP List to clarify that the named CRP 
includes certain affiliates. Comments are due by 25 May 2018. 

• Address the treatment of bank loans to provide SAPWG with the ability to comment on any changes 
to SSAP No. 26R, Bonds, and make sure there is consistency with the requirements of the 
Accounting Practices & Procedures Manual (AP&P Manual). Comments are due by 25 May 2018. 

VOSTF also referred a proposal to BWG that would incorporate YE, IF, RE and PL designations in the 
general interrogatories of the annual statement blank. 

VOSTF exposed a referral from the Reinsurance (E) Task Force requesting expanded guidance in the 
P&P Manual for determining whether a “security or other instrument” should be considered part of a 
regulatory transaction. 

VOSTF also exposed a referral from SAPWG requesting guidance on whether all reporting entities can 
report NAIC designations on Schedule BA. Such reporting is currently allowed only for life and fraternal 
insurers. Comments are due by 23 April 2018. 

VOSTF exposed an NAIC SVO report and a related proposal on fund investments that seek to make sure 
all funds that hold bonds are subject to the same principles in the P&P Manual, regardless of the 
investment schedule on which the fund is reported. Comments are due by 22 June 2018. 

Financial Regulation Standards and Accreditation (F) Committee 
The F Committee adopted the proposal to include the 2014 revisions to Model #440 in Part A of the 
accreditation standards. These revisions only apply to states that act as a group-wide supervisor of an 
internationally active insurance group (IAIG). However, all states must adopt the revisions to continue to 
meet the accreditation standards, even if they are not considered to be the lead state for an IAIG with 
operations in their state. 

The F Committee also adopted several revisions to Part B of the accreditation guidelines. These revisions 
include one referred by the ORSA Implementation (E) Subgroup to include ORSA review requirements 
for analysis and exams that are intended to make sure the ORSA report is reviewed by the lead state and 
pertinent information is incorporated into the analysis and examination work performed. They also include 
one referred by the Financial Analysis Handbook (E) Working Group and the Financial Examiners Handbook (E) 
Technical Group to incorporate risk-focused analysis concepts into the procedures performed. 

The F Committee exposed a revision to the guideline for Accreditation Standard C: Use of Specialists to 
include situations where the insurer under examination has a substantial amount of business subject to 
PBR calculations or exclusion tests. Comments are due by 25 April 2018. 

International Insurance Relations (G) Committee 
The G Committee approved the comments submitted by the NAIC to the International Association of 
Insurance Supervisors (IAIS) on proposed revisions to the following Insurance Core Principles (ICPs) and 
related materials to integrate the Common Framework for the Supervision of Internationally Active 
Insurance Groups (ComFrame) into those ICPs: 

• ICP 8, Risk Management and Internal Controls 

• ICP 15, Investments 

• ICP 16, Enterprise Risk Management for Solvency Purposes 

The IAIS is expected to release the full set of its ComFrame materials (except those relating to its risk-
based global insurance capital standard) for public comment in June 2018. 
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The G Committee approved the comments submitted by the NAIC to the IAIS on its interim consultation 
document for the development of an activities-based approach to systemic risk. This document describes 
key steps of the proposed activities-based approach and related considerations within the IAIS’ policy 
framework, without including conclusive proposals on the policy measures for an activities-based 
approach. The IAIS will consider the feedback received in developing a more detailed proposal, which is 
expected to be released for public consultation by the end of 2018. 

The G Committee also approved the comments submitted by the NAIC to the IAIS on its draft application 
paper for the use of digital technology in inclusive insurance. This application paper provides guidance to 
insurance supervisors and policymakers when considering, designing and implementing regulations and 
supervisory practices for the use of digital technology. It also examines aspects of financial technology 
(i.e., FinTech) and insurance technology (i.e., InsurTech) relating to inclusive insurance. 

The G Committee approved the comments submitted by the NAIC to the Financial Stability Board (FSB) 
on its consultation document for the development of a key attributes assessment methodology for the 
insurance sector. The FSB intends to incorporate differences between the banking and insurance sectors 
and the unique features of insurance resolution and receivership in the methodology. The FSB previously 
adopted the key attributes for the methodology to establish the core elements considered necessary for 
an effective resolution regime. 

Stay tuned 
The NAIC’s 2018 Summer National Meeting is currently scheduled for 4–7 August 2018 in Boston. 
Conference calls or other meetings will be held before then. A list of meetings can be found at 
http://naic.org/meetings_calendar.htm.
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Appendix A — Statutory Accounting Principles Working Group 
This chart summarizes actions taken by SAPWG since the 2017 Fall National Meeting. Comments on exposed items are due by 18 May 2018, 
unless otherwise noted. More information is available at http://www.naic.org/cmte_e_app_sapwg.htm.  

Topic/issue Status Discussion Effective date 
Substantive listing1 
SSAP No. 22 — 
Leases 
(Ref #2016-02) 

Further analysis 
necessary* 

Directed the NAIC staff to review the feedback received on the proposed 
guidance and determine whether further revisions are necessary to clarify 
language and incorporate concepts from ASU 2016-02, Leases, while retaining 
the existing statutory accounting treatment for leases.  

TBD 

New SSAP and 
Issue Paper — 
Derivatives 
Hedging Variable 
Annuities 
(Ref #2016-03) 

Exposed Exposed an issue paper detailing the requirements for applying a special 
accounting treatment for derivative contracts hedging variable annuity 
guarantee benefits that are subject to fluctuations as a result of interest rate 
sensitivity. The provisions of the issue paper would be separate and distinct from 
the guidance in SSAP No. 86, since the derivative contracts that would be 
subject to these requirements would not qualify for hedge effectiveness under 
SSAP No. 86. Application of the exposed guidance would be limited to the 
derivative transactions specified in the issue paper and permitted only if all of the 
requirements for the special accounting treatment are met. 

TBD 

ASU 2016-13 —  
Credit Losses 
(Ref #2016-20) 

Exposed Exposed a discussion document detailing how the US GAAP concepts in  
ASU 2016-13 should be incorporated into statutory accounting. Input has been 
requested on potential modifications to these concepts or specific provisions that 
should be assessed to replace the incurred loss model with an expected credit 
loss model for statutory accounting.  

TBD 

SSAP No. 41R — 
Amortization 
and Accretion 
Surplus Notes 
(Ref #2017-12) 

Deferred* Deferred consideration of proposed revisions to SSAP No. 41R, Surplus Notes, 
that would incorporate the fundamental principle that the effect (i.e., increase in 
surplus) from a surplus note issued at a discount or zero coupon should never be 
greater than the amount of cash and liquid admitted assets received, along with 
specific statutory accounting guidance for certain transactions (including 
exchanges or amendments of terms) consistent with the overall principle and 
disclosures to capture information for discounted or zero coupon surplus notes 
in the statutory-basis financial statements. 

TBD 

SSAP No. 30 — 
Investment 
Classification 
Project 
(Ref #2017-32) 

Further analysis 
necessary 

Directed the NAIC staff to draft an issue paper proposing substantive revisions to 
SSAP No. 30, Unaffiliated Common Stock, to improve the common stock 
definition, include closed-end funds and unit-investment trusts within its scope 
and incorporate enhancements to capture NAIC designations on Schedule D, 
Part 2, Section 2 for common stock owned as of the end of the current year. 

TBD 

ASU 2017-12 — 
Derivatives and 
Hedging 
(Ref #2017-33) 

Exposed to  
22 June 2018 

Exposed an issue paper detailing an initial assessment of the effect of ASU 2017-
12 on statutory accounting. Feedback was requested on the assessment and 
revisions needed to incorporate suggested modifications into statutory 
accounting, along with the differences between the US GAAP and statutory 
accounting for derivatives that should be retained. 

TBD 

Nonsubstantive listing2 
SSAP No. 26R and 
SSAP No. 43R — 
Measurement 
Method for NAIC 5 
Designations 
(Ref #2015-17) 

Deferred* Deferred revisions to statutory guidance that would require investments with an 
NAIC 5 designation held by an AVR filer to be reported at the lower of amortized 
cost or fair value. 

TBD 

Aging and Revenue 
Recognition of 
Multi-Peril Crop 
Policies 
(Ref #2015-33) 

Further analysis 
necessary* 

Directed the NAIC staff to work with state insurance regulators and key 
stakeholders to develop recommendations to update SSAP No. 78, Multiple Peril 
Crop Insurance, for (1) the use of the billing date for application of the 90-day rule, 
(2) defining the processing date or updating the term, (3) providing more specificity 
on the period of risk for purposes of earning revenue and (4) developing a glossary 
of terms.  

TBD 

                                                           

1 Substantive revisions are those that modify the statutory intent of an SSAP or create new statutory accounting principles. 
2  Nonsubstantive revisions are those that do not modify the statutory intent of an SSAP. 
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Topic/issue Status Discussion Effective date 

Nonsubstantive listing2 
Appendix C 
Introduction 
(Ref #2016-42) 

Deferred* Deferred revisions to the introduction page of Appendix C of the AP&P Manual 
that would promote the consistent application of the Actuarial Guidelines for 
statutory accounting. The revisions add language noting that various SSAPs 
incorporate the Actuarial Guidelines by reference into the statutory accounting 
requirements and provide information regarding their applicability after the 
operative date of the Valuation Manual (i.e., 1 January 2017). 

TBD 

SSAP No. 86 — 
Impact of Future 
Settled Premiums 
on the Option 
Valuations 
(Ref #2016-48) 

Adopted Adopted revisions to SSAP No. 86 to require information to be disclosed for 
financing premiums in individual derivative contracts. 

Immediately 

SSAP No. 68 and 
SSAP No. 97 — 
Goodwill Limitation 
(Ref #2017-18) 

Adopted Adopted revisions to SSAP No. 68 to require a reporting entity to disclose 
information addressing the amount of admitted goodwill as of the reporting date, 
as well as admitted goodwill as a percentage of the SCA entity’s book adjusted 
carrying value (gross of goodwill). 

Immediately 

SSAP No. 41R and 
SSAP No. 97 — 
Double-Counting of 
Surplus Notes 
(Ref #2017-21) 

Adopted Adopted revisions to SSAP No. 41R and SSAP No. 97 to clarify that the “double-
counting” concept also applies to surplus notes issued by the parent and held by 
an SCA that is reported as an “investment in SCA” in the statutory-basis financial 
statements of the parent. The revisions also clarify that an SCA’s direct or 
indirect acquisition of a surplus note issued by the parent would always be 
eliminated from the value of the investment in an SCA reported by the parent. 

Immediately 

SSAP No. 26R — 
Wholly-Owned 
Ultra-short Bond 
Portfolio in an 
LLC Series 
(Ref #2017-25) 

Disposed Disposed of the agenda item without statutory accounting revisions. The NAIC 
staff was directed to send referrals to VOSTF, CATF and BWG to inquire whether 
all insurance reporting entities should have the ability to report NAIC 
designations on Schedule BA to obtain improved RBC treatment for certain 
investments. Such reporting is currently allowed only for life and fraternal 
insurance companies. 

N/A 

Reinsurance Credit 
(Ref #2017-28) 

Further analysis 
necessary 

Directed the NAIC staff to work with regulators and industry representatives 
to refine the previously exposed revisions to SSAP No. 61R, Life, Deposit-Type 
and Accident and Health Reinsurance, and SSAP No. 62R, Property and 
Casualty Reinsurance. 

An informal drafting group for life reinsurance has discussed the issue of how to 
provide clear direction from SSAP No. 61R to the guidance in Appendix A-791 
for users to understand the reinsurance contracts that are subject to this 
guidance, along with more explicit guidance for reinsurance contracts that are 
not subject to this guidance. Their focus has been on short-duration health 
contracts with “swing features” or various risk-limiting features. 

An informal drafting group for P&C reinsurance has determined that US GAAP 
contains application guidance that may be helpful in addressing the issues with 
reinsurance credit. Specific guidance related to multiple-year retrospectively 
rated contracts by ceding and assuming entities has been identified and will be 
evaluated for potential incorporation into SSAP No. 62R or an appendix.  

TBD 

SSAP No. 92 and 
SSAP No. 102 — 
Updates to the 
Presentation and 
Disclosure of 
Pension and 
Postretirement 
(Ref #2017-30) 

Adopted Adopted revisions to SSAP No. 92 and SSAP No. 102 to remove the disclosure 
requirement for the reconciliation of plan assets classified as Level 3 in the fair 
value hierarchy. 

Immediately 

SSAP No. 103R — 
Wash Sale 
Disclosure 
(Ref #2017-31) 

Adopted Adopted revisions to SSAP No. 103R to exclude all cash equivalents, derivative 
instruments and short-term investments with credit assessments equivalent to 
an NAIC 1 or NAIC 2 designation from the wash sale disclosure requirements. 
The revisions also clarify that the wash sale disclosure should be captured in the 
financial statements for the reporting period in which the investment was sold. 

Immediately 

Appendix D — 
FASB Codification 
References 
(Ref #2017-34) 

Disposed Disposed of the proposed project to review each SSAP and identify the Financial 
Accounting Standards Board’s Accounting Standards Codification references 
that are adopted and adopted with modification in each SSAP. Ref #2009-11, 
which also discussed updating the SSAPs for codification, was also disposed. 

N/A 
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Topic/issue Status Discussion Effective date 

Nonsubstantive listing2 
SSAP No. 49 and 
SSAP No. 56 — 
Policy Loans 
(Ref #2017-35) 

Exposed Exposed revisions to SSAP No. 49, Policy Loans, and SSAP No. 56, Separate 
Accounts, to clarify the accounting for policy loans related to separate accounts. 

TBD 

Updates to  
INT 02-22 and  
INT 09-08 
(Ref #2017-36) 

Adopted Adopted revisions to extend the effective date of INT 02-22: Accounting for the 
U.S. Terrorism Risk Insurance Program, for as long as the Terrorism Risk 
Insurance Act is authorized by the US Congress, and nullify INT 09-08: 
Accounting for Loans Received Under the Federal TALF Program. 

Immediately 

SSAP No. 101 — 
Federal Income 
Tax Reform 
(Ref #2018-01) 

Exposed to  
23 April 2018 

Exposed revisions to update SSAP No. 101 in response to the provisions of the 
Act, which was enacted on 22 December 2017, including revisions to loss 
carrybacks and the corporate tax rate under the new federal income tax law. 
Comments on the assessment of reversal patterns of deferred tax items under 
the Act have been requested. The NAIC staff was also directed to draft separate 
agenda items on issues resulting from the Act, including the statutory 
accounting treatment for alternative minimum tax credits, the base erosion anti-
abuse tax and global intangible low-taxed income. 

TBD 

INT 18-01: 
Updated Tax 
Estimates under 
the Tax Cuts and 
Jobs Act 
(Ref #2018-02) 

Adopted Adopted INT 18-01: Updated Tax Estimates under the Tax Cuts and Jobs Act to 
clarify how a reporting entity should recognize certain adjustments to deferred 
taxes required by the Act for year-end 2017 statutory reporting. 

Immediately 

SSAP No. 43R — 
Reporting NAIC 
Designations as 
Weighted 
Averages 
(Ref #2018-03) 

Exposed Exposed revisions to clarify that if a security subject to the statutory accounting 
guidance in SSAP No. 43R has different NAIC designations by lot, then the 
reporting entity can either report the entire investment in a single reporting line 
at the lowest NAIC designation or report the investment separately by purchased 
lot in the investment schedule of the annual statement. 

TBD 

SSAP No. 26R — 
VOSTF — Bank 
Loan Referral 
(Ref #2018-04) 

Exposed Requested comments on VOSTF proposed amendments to the P&P Manual to 
verify that the amendments are consistent with the definition of a bank loan in 
SSAP No. 26R, including whether borrowing base loans, debtor-in-possession 
financing and revolving credit facilities as referenced in the P&P Manual should 
be removed from the definition of a bank loan. 

TBD 

SSAP No. 32 — 
VOSTF/BWG 
Symbol Changes 
(Ref #2018-05) 

Exposed Exposed revisions to SSAP No. 1, Accounting Policies, Risks & Uncertainties, and 
Other Disclosures, and SSAP No. 32, Preferred Stock, to incorporate the new 
administrative symbols and reporting approach adopted by VOSTF. Comments 
have been requested on whether other elements in statutory accounting should 
be revised in response to the revisions adopted by VOSTF. 

TBD 

SSAP No. 4 — 
Regulatory 
Transactions 
(Ref #2018-06) 

Exposed Exposed revisions to SSAP No. 4, Assets and Nonadmitted Assets, to clarify that 
items acquired as part of regulatory transactions, which meet the definition of an 
asset, would only be admitted with the approval of the domiciliary state 
insurance department and such admission is subject to disclosure as a prescribed 
or permitted practice. Comments have been requested on whether all 
“regulatory transactions” should be reported on Schedule BA. 

TBD 

SSAP No. 41R — 
Surplus Note 
Accounting 
(Ref #2018-07) 

Exposed Exposed revisions to SSAP No. 41R to clarify that surplus notes linked to other 
structures are not subordinate and do not qualify for reporting as statutory 
equity by the issuer. 

TBD 

SSAP No. 21 and 
SSAP No. 56 — 
Private Placement 
Variable Annuities 
(Ref #2018-08) 

Exposed Exposed revisions to SSAP No. 21, Other Admitted Assets, and SSAP No. 56 to 
capture information about the issuance of private placement life insurance and 
private placement variable annuities. The revisions also specify the statutory 
accounting and reporting for insurers that hold these products as investments. 
Comments have been requested on the characteristics that differentiate private 
placement products that are investment focused and the traditional life products 
intended to be captured under SSAP No. 21 (i.e., when the insurer holds the 
product as owner and beneficiary).  

TBD 

SSAP No. 97 —  
SCA Loss Tracking 
(Ref #2018-09) 

Exposed Exposed revisions to SSAP No. 97 to clarify the guidance when a reporting 
entity’s share of losses exceeds its investment in an SCA entity, along with an 
additional disclosure for tracking an SCA entity’s losses. If the reporting entity’s 
equity in an SCA does not fall below zero, this disclosure would not be necessary. 

TBD 
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Topic/issue Status Discussion Effective date 

Nonsubstantive listing2 

INT 18-02 and  
INT 16-01 — 
2019 ACA Section 
9010 Assessment 
Moratorium 
(Ref #2018-10) 

Exposed Exposed INT 18-02: ACA Section 9010 Assessment Moratoriums, which would 
provide specific guidance on the 2019 moratorium of the ACA Section 9010 
assessment and general guidance in the event of any future moratoriums for the 
payment of the health insurance provider fee. 

Updates to INT 16-01: ACA Section 9010 Assessment 2017 Moratorium, which 
provided guidance for the 2017 moratorium of the ACA Section 9010 
assessment, were also exposed to remove the reference to fee accruals payable 
in 2019 as a result of the 2019 moratorium and establish 31 December 2018 as 
the planned nullification date of INT 16-01.  

TBD 

Editorial Update 
(Ref #2018-13EP) 

Exposed Exposed various editorial revisions to SSAP No. 5R, Liabilities, Contingencies and 
Impairments of Assets, SSAP No. 41R, SSAP No. 52, Deposit-Type Contracts, 
and SSAP No. 62R. 

TBD 

Update 
INT 05-05 — 
Medicare Part D 
Definitions 
(Ref #2018-14) 

Exposed Exposed revisions to update the Medicare Part D definitions in INT 05-05: 
Accounting for Revenues Under Medicare Part D Coverage to include a 
description and guidance for the Coverage Gap Discount Program. The revisions 
clarify the statutory accounting for these program payments as uninsured plan 
payments under SSAP No. 47, Uninsured Plans, similar to the existing guidance 
for low-income subsidies, and remove percentages included in some of the 
existing definitions that may change over time. 

TBD 

* No additional action was taken on this topic/issue since the 2017 Fall National Meeting. 

 

Issues rejected or exposed for rejection/disposal 

Rejected as not applicable to statutory accounting: 

• ASU 2014-09, Revenue from Contracts with Customers (Ref #2017-37 and Ref #2016-19) 

• ASU 2015-14, Revenue from Contracts with Customers: Deferral of the Effective Date (Ref #2016-19) 

• ASU 2016-08, Revenue from Contracts with Customers: Principal versus Agent Considerations (Ref #2017-37) 

• ASU 2016-10, Revenue from Contracts with Customers: Identifying Performance Obligations and Licensing (Ref #2016-19) 

• ASU 2016-12, Revenue from Contracts with Customers: Narrow-Scope Improvements and Practical Expedients (Ref #2017-37) 

• ASU 2017-06, Plan Accounting—Employee Benefit Plan Master Trust Reporting (Ref #2017-03) 

Exposed to reject as not applicable to statutory accounting: 

• ASU 2017-15, Codification Improvements to Topic 995, U.S. Steamship Entities, Elimination of Topic 995 (Ref #2018-11) 

• ASU 2018-03, Recognition and Measurement of Financial Assets and Financial Liabilities (Ref #2018-12) 
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Appendix B — Blanks Working Group 
This chart summarizes actions taken by BWG since the 2017 Fall National Meeting. Comments on exposed items are due by 14 May 2018, 
unless otherwise noted. Details of current proposals can be found at http://www.naic.org/cmte_e_app_blanks.htm.  

Adopted items Frequency Effective date 
2017-21BWG: Adds a requirement to file merger history with the NAIC for a “YES” answer to 
the merger questions in the General Interrogatories (5.1 annual and 4.1 quarterly).  

Annual and quarterly Annual 2018 

2017-22BWG: Adds a question to the Supplemental Exhibits and Schedules Interrogatories for 
life and fraternal insurance companies regarding the filing of the Statement of Exemption in the 
second quarter. 

Quarterly First Quarter 2019 

2017-23BWG: Modifies the annual statement instructions to require the filing of the Life, Health 
and Annuity Guaranty Association Model Act Assessment Base Reconciliation Exhibit and the 
Adjustments to the Life, Health and Annuity Guaranty Association Model Act Assessment Base 
Reconciliation Exhibit by insurance companies that are members of the life, health and annuity 
guaranty associations and write the respective lines of business. 

Annual Annual 2018 

2017-24BWG: Adds new category lines for bank loans to Schedule D (Parts 1, 3, 4 and 5), 
Schedule DA, Schedule DL (Parts 1 and 2) and Schedule E (Part 2) and adjusts the category line 
number reference in the Default Component — Basic Contribution, Reserve Objective and 
Maximum Reserve Calculations. 

Annual and quarterly Annual 2018 

2017-25BWG: Adds language to the annual statement instructions regarding the inclusion of 
restricted cash or restricted cash equivalents in the beginning and ending balances in the cash 
flow statement. 

Annual and quarterly Annual 2019, with early 
adoption permitted 

2017-26BWG: Various updates to the annual statement instructions for life and 
property/casualty insurance companies that modify the category line descriptions and add 
crosschecks for lines 1499999, 2899999, 4299999, 4399999, 4499999 and 9999999 to 
clarify the subtotal calculations for protected cells and authorization categories: replace old 
references to “Part 5” with updated “Part 3” references throughout; revise the calculation 
references in the headings for Columns 60, 66 and 74; and revise the calculation references for 
Columns 72 and 73 to clarify certain calculations related to amounts in dispute. 

Annual  Annual 2018 

  

Exposed items Frequency Effective date 
2018-01BWG: Updates the language for exchange-traded derivatives and centrally cleared 
derivatives to clarify the reporting of “cleared derivatives” on Schedule DB, Part D, Section 1. 

Annual and quarterly Annual 2018 

2018-02BWG: Modifies the columns and rows on the Summary Investment Schedule to align 
with other investment schedules in the annual statement. 

Annual Annual 2018 

2018-03BWG: Adds the definition of “supranational” to the Supplemental Investment Risks 
Interrogatories section of the annual statement instructions. 

Annual Annual 2018 

2018-04BWG: Various updates to the annual statement instructions for life, fraternal and health 
insurance companies that remove the reference to LTC from the “Type of Reinsurance 
Assumed” and the “Type of Reinsurance Ceded” columns for Schedule S, Part 1, Section 2 and 
Schedule S, Part 3, Section 2; remove codes GMDB, GMDBFW, ADB, DIS and the annuity-specific 
references from Schedule S, Part 1, Section 1 and Schedule S, Part 3, Section 1; add a “Type of 
Business Assumed” column to Schedule S, Part 1, Sections 1 and 2; and add code to Schedule S, 
Part 1, Section 1 and Schedule S, Part 3, Section 1 to identify general account versus separate 
account reinsurance. 

Annual Annual 2018 

2018-05BWG: Modifies the instructions for the P&C Statement of Actuarial Opinion to 
incorporate the requirements of AG 51 and increase disclosures for accident and health 
insurance reported on a property/casualty annual statement blank. 

Annual Annual 2018 

2018-06BWG: Adds “999” to the end of all line numbers on Schedule DB to increase the number 
of lines available from 9,996 to 9,999,996 and eliminate the need to accumulate data within 
certain categories. 

Annual and quarterly Annual 2018 
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Exposed items Frequency Effective date 
2018-07BWG: Various updates to the annual statement instructions for all insurance companies 
that add new PL and PLGI symbols to identify private letter rated securities; add YE and IF 
symbols to identify a new “carryover” administrative procedure of the NAIC SVO; modify 
definitions of the symbol Z to indicate a security is in transition from one reporting status to 
another; add a general interrogatory for PL securities issued prior to 1 January 2018; remove 
and replace designation matrices with a list of administrative symbols valid for use on Schedule 
BA and Schedule D; eliminate the use of P and RP symbols as valuation indicators and add 
specific line categories for perpetual preferred and redeemable preferred stock; and remove the 
“Market Indicator” column from Schedule D, Part 2, Section 2 for common stock. 

Annual and quarterly Annual 2018 

2018-08BWG: Modifies the instructions and illustration for Note 3A to address disclosure 
changes being adopted by SAPWG for business combinations. 

Annual Annual 2018 

2018-09BWG: Modifies the instructions for Note 20A, Note 20C and Note 20D to address 
changes adopted by SAPWG to SSAP No. 100R, Fair Value, including the addition of a new 
disclosure (Note 20E) and revisions to the illustrations for Note 20A and Note 20C to move and 
data capture the information reported in the “NAV” column. 

Annual and quarterly Annual 2018 

2018-10BWG: Modifies the instructions for Line 2 of the IMR and Line 2 of the AVR regarding 
the bifurcation of other-than-temporary impairment for investments subject to SSAP No. 26R. 

Annual Annual 2018 

2018-11BWG: Adds additional instruction to the “Fixed or Variable Interest Rate Investments 
that Have the Underlying Characteristics of a Bond, Mortgage Loan or Other Fixed Income 
Instrument” and “Joint Ventures or Partnership Interests for Which the Primary Underlying 
Investments are Considered to Be Fixed Income Instruments” categories of Schedule BA to 
clarify insurers should not report investments in those categories when there is a specific 
category for the investment. 

Annual and quarterly Annual 2018 

2018-12BWG: Various updates to the annual statement instructions for all insurance companies 
that add an illustration for Note 8H to be data captured; add electronic-only columns and 
additional instructions to the description column related to derivatives with financing premiums 
on Schedule DB, Part A and Part B for both Section 1 and Section 2; add a new code to the 
“Code” column instructions for Schedule DB, Part A; add a definition of “finance premiums” to 
the general instructions for Schedule DB; and add additional instructions to Schedule DB, Part A 
for Column 11 and Column 12 of Section 1 and Column 13 of Section 2. 

Annual and quarterly Annual 2018 

2018-13BWG: Modifies the VM-20 Reserves Supplement, Part 3 and Exhibit 5 and related 
instructions to be consistent with the changes made to the Valuation Manual, along with the 
addition of a new Part 4 for the reporting of “Other Exclusions from Life PBR” in the VM-20 
Reserves Supplement. 

Annual Annual 2018 

2018-14BWG: Modifies the General Interrogatories for separate accounts to split the 
information reported in Column 2 for Question 1.01 into two new columns (“Registered with the 
SEC” and “Not Registered with the SEC”) and renumber the remaining columns, and add a new 
Question 101A for private placement variable annuities and private placement life insurance. 

Annual Annual 2018 

2018-15BWG: Adds a new disclosure to Note 10 to address the changes to SSAP No. 97 being 
considered by SAPWG, along with new instructions for an illustration that will be data captured 
as Note 10O. 

Annual Annual 2018 

2018-16BWG: Deletes the instructions and illustration for Note 12C (2) and renumbers  
Note 12C (3) to Note 12C (2). 

Annual  Annual 2018 

2018-17BWG: Modifies the instructions for the disclosure of wash sales in Note 17C. Annual and quarterly Annual 2018 

2018-18BWG: Combines the annual and quarterly reporting for life and fraternal insurance 
companies into one annual statement blank, which will be based on changes to the existing life 
annual statement blank. Pages from the life annual statement blank that are not being modified 
but have additional lines or columns not present on the fraternal annual statement blank are 
provided in the proposal as a reference for fraternal insurance companies. 

Annual and quarterly First Quarter 2019 
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Appendix C — Risk-based capital developments 
This chart summarizes developments that affect RBC requirements based on actions taken by CATF and the various NAIC groups that report to it 
since the 2017 Fall National Meeting.  

Topic/issue NAIC Group Status Discussion Effective date 
All RBC 
Calculation of Basic 
Operational Risk 
(Ref #2017-13-O) 

Capital Adequacy 
Task Force 

Adopted Adopted structural changes to each of the RBC formulas that implement 
the “add-on” methodology for basic operational risk and address the 
potential for “double-counting” in the RBC calculation of the parent, 
which include a 3% RBC factor for 2018 and two questions related to the 
treatment of operational risk exposure and related offset in the parent’s 
RBC calculation. 

2018 

Unaffiliated Common 
Stock for Money 
Market Mutual Funds 
(Ref #2017-07-CA) 

Capital Adequacy 
Task Force 

Adopted Adopted amendments to remove the common stock line reference for 
non-government money market mutual funds (MMMFs) on the 
Unaffiliated Common and Preferred Stock page of the Life, Health and 
P&C RBC formulas, as well as the reference to non-government MMMFs 
from the Life and Health RBC instructions. 

2018 

Medicaid Pass-
Through Payments 
(Ref #2017-08-CA) 

Capital Adequacy 
Task Force 

Adopted Adopted amendments to subtract Medicaid pass-through payments from 
the premium and claim amounts reported in XR012 and XR012A of the 
Health RBC formula and include the payments in XR014 as a separate 
line item subject to a 2% RBC factor, along with instructional changes to 
the Life and P&C RBC formulas. 

2018 

Risk Adjustment and 
Risk Corridor 
Sensitivity Test 
(Ref #2017-09-CA) 

Capital Adequacy 
Task Force 

Adopted  Adopted amendments to remove the Risk Corridor section from the 
XR023 sensitivity test, since the ACA’s risk corridor program was a 
temporary program that has ended. 

2018 

Stop Loss 
Interrogatories 
(Ref #2018-01-CA) 

Capital Adequacy 
Task Force 

Comments 
due by  
4 April 2018 

Exposed revisions to add an electronic-only table to pages XR014, 
LR019, FR019 and PR019 for the new Stop Loss Interrogatories and a 
second electronic-only table to capture the number of stop loss contracts 
by group size, along with interrogatories for all lines of business (i.e., life, 
fraternal, health and property/casualty). 

2018 

Underwriting Risk 
and Experience 
Fluctuation 
(Ref #2018-02-CA) 

Capital Adequacy 
Task Force 

Adopted Adopted amendments to remove the following pages from the Life, 
Fraternal, Health and P&C RBC formulas and related instructions: 
XR012-A — Underwriting Risk Experience Fluctuation Risk — 
Informational Only Page; LR020-A — Underwriting Risk Experience 
Fluctuation Risk — Informational Only Page; FR020-A — Underwriting Risk 
Experience Fluctuation Risk — Informational Only Page; and PR020-A — 
Underwriting Risk Experience Fluctuation Risk — Informational Only 
Page. 

2018 

Health RBC 
Federal Affordable 
Care Act Reinsurance 
(Ref #2017-10-H) 

Capital Adequacy 
Task Force 

Adopted Adopted amendments to remove the references to reinsurance 
recoverables related to the ACA reinsurance program from page XR019, 
since this was a temporary program that has ended. 

2018 

Stand-Alone 
Medicare Part D 
Instructions 
(Ref #2018-04-H) 

Health RBC 
Working Group 

Comments 
due by 
24 April 2018 

Exposed amendments to add language to the instructions for Line 1 and 
Line 6 on page XR012 for beneficiary premium and incurred claims for 
standalone Medicare Part D coverage. 

2018 

ASC and ASO Broker 
Commissions 
(Ref #2018-06-H) 

Health RBC 
Working Group 

Comments 
due by 
24 April 2018 

Exposed amendments to add language to the instructions for Line 8 and 
Line 9 on page XR021 to include broker commissions for administrative 
services contract (ASC) and administrative services only (ASO) plans. 

2018 

Low-Income Housing 
Tax Credits 
(Ref #2018-07-H) 

Health RBC 
Working Group 

Comments 
due by 
24 April 2018 

Exposed an editorial change to Line 31 on page XR007 to correct a 
previous error in the RBC factor used for state low-income housing tax 
credit investments. 

2018 
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Topic/issue NAIC Group Status Discussion Effective date 
Life and Fraternal RBC 
FHLB Collateral 
(Ref #2017-03-L) 

Capital Adequacy 
Task Force 

Adopted Adopted amendments to remove the RBC charge for Federal Home Loan 
Bank (FHLB) collateral in the C-0 component of the Life RBC formula 
when the collateral is equal to the amount advanced and the liability is 
part of the modeling for the C-3 component of the Life RBC formula, with 
a separate factor to be assigned based on the risk of the FHLB for any 
excess collateral. 

2018 

Real Estate 
(Ref #2017-06-L) 

Investment RBC 
Working Group 

Deferred Previously exposed a proposal to update the RBC charge for real estate 
in the Life RBC formula based on an ACLI report detailing updated 
experience and analysis of the riskiness of these investments since the 
RBC charge was first developed. Specific aspects of the proposal, 
including analysis regarding why Schedule BA and Schedule A real estate 
should have similar charges, will be updated by ACLI based on feedback 
received and subsequently provided to IRBC for further analysis. 

TBD 

Property/Casualty RBC 
Affiliated Bonds 
(Ref #2017-14-P) 

Capital Adequacy 
Task Force 

Adopted Adopted amendments to remove the RBC charge for affiliated bonds 
from PR003, PR004 and PR005 in the P&C RBC formula, regroup them 
with unaffiliated bonds in PR006 and subject them to the same RBC 
charge as unaffiliated bonds. 

2018 

Catastrophe Risk 
Interrogatories 
(Ref #2018-08-CR) 

Catastrophe Risk 
Subgroup 

Comments 
due by 
22 April 2018 

Exposed a modification to the instructions for PR027 to clarify that the 
PR027 interrogatory must be completed by all filers. 

2018 

Internal Catastrophe 
Models 
(Ref #2016-12-CR) 

Catastrophe Risk 
Subgroup 

Deferred Deferred consideration of the previously exposed proposal to allow 
approved internal catastrophe models (instead of only the five approved 
commercially available models) as the basis for calculating the catastrophe 
risk charge in PR027. 

The Subgroup continues to develop procedures that an insurer would 
have to complete to be able to use an internal catastrophe model. 

TBD 
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