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[bookmark: _Hlk143171916]The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force met in Seattle, WA, Aug. 13, 2023. The following Working Group members participated: Dale Bruggeman, Chair (OH); Kevin Clark, Vice Chair (IA); Sheila Travis (AL); Kim Hudson (CA); William Arfanis (CT); Rylynn Brown (DE); Cindy Andersen (IL); Stewart Guerin and Melissa Gibson (LA); Judy Weaver and Steve Mayhew (MI); Doug Bartlett and Pat Gosselin (NH); Bob Kasinow (NY); Diana Sherman (PA); Jamie Walker and Amy Garcia (TX); David Smith (VA); and Amy Malm (WI). 
[bookmark: _Hlk40449663]	
1. [bookmark: _Hlk36016071]Adopted its July 5, June 28, May 16, April 12, April 10, and Spring National Meeting Minutes

The Working Group conducted an e-vote that concluded July 5 to expose revisions to Interpretation (INT) 23-01T: Net Negative (Disallowed) Interest Maintenance Reserve. During its June 28 meeting, the Working Group took the following action: 1) heard comments and received Working Group direction on revisions to INT 23-01T. During its May 16 meeting, the Working Group took the following action: 1) heard comments and considered action on three items exposed during the Spring National Meeting, one of which has corresponding 2023 year-end blanks reporting revisions; and 2) exposed three agenda items. The Working Group conducted an e-vote that concluded April 12 to expose revisions to INT  22-02: Third Quarter 2022 through Second Quarter 2023 Reporting of the Inflation Reduction Act - Corporate Alternative Minimum Tax. The Working Group also conducted an e-vote that concluded April 10 to expose tentative INT 23-01.

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

Walker made a motion, seconded by Travis, to adopt the Working Group’s July 5, (Attachment One-A), June 28 (Attachment One-B), May 16 (Attachment One-C), April 12 (Attachment One-D), April 10 (Attachment One-E) and March 22 (see NAIC Proceedings – Spring 2023, Accounting Practices and Procedures (E) Task Force) minutes. The motion passed unanimously.

2. Adopted Non-Contested Positions

The Working Group held a public hearing to review comments received on previously exposed items (Attachment One-F).

Malm made a motion, seconded by Hudson, to adopt the revisions detailed below as non-contested statutory accounting revisions. The motion passed unanimously.

A. Agenda Item 2023-02

Bruggeman directed the Working Group to agenda item 2023-02: Statement of Statutory Accounting Principles (SSAP) No. 43R – CLO Financial Modeling (Attachment One-G). Wil Oden (NAIC) stated that during the Spring National Meeting, the Working Group exposed statutory accounting principle (SAP) clarifications to SSAP No. 43R—Loan-backed and Structured Securities to incorporate changes to add collateralized loan obligations (CLOs) to the financial modeling guidance and to clarify that CLOs are not included as legacy securities.

B. Agenda Item 2023-05

[bookmark: _Hlk129863995][bookmark: _Hlk144104629]Bruggeman directed the Working Group to agenda item 2023-05: ASU 2022-06, Reference Rate Reform (Topic 848), Deferral of the Sunset Date of Topic 848 (Attachment One-H). Jake Stultz (NAIC) stated that the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2022-06, Reference Rate Reform (Topic 848), Deferral of the Sunset Date of Topic 848 to extend the sunset date of the reference rate reform guidance that was included in ASU 2020-04, Reference Rate Reform (Topic 848) Facilitation of the Effects of Reference Rate Reform on Financial Reporting and ASU 2021-01, Reference Rate Reform (Topic 848), Scope. As background, reference rate reform refers to the transition away from referencing the London Interbank Offered Rate (LIBOR) and other interbank offered rates (IBORs), and moving toward alternative reference rates that are more observable or transaction-based. To address ASU 2020-04, the Working Group issued INT 20-01: Reference Rate Reform, and this INT was then revised to incorporate guidance from ASU 2021-01 (Attachment One-I). Stultz recommended adoption of the exposed revisions, which revise INT 20-01 to include the updated sunset date of Dec. 31, 2024, from ASU 2022-06.

C. Agenda Item 2023-07

[bookmark: _Hlk140665692]Bruggeman directed the Working Group to agenda item 2023-07: ASU 2019-08, Codification Improvements to Topic 718 and Topic 606 (Attachment One-J). Oden stated that in November 2019, the FASB issued ASU 2019-08 Compensation, Stock Compensation (Topic 718) and Revenue from Contracts with Customers (Topic 606): Codification Improvements—Share-Based Consideration Payable to a Customer, which includes amendments to Topics 718 and 606. The changes to Topic 718 include share-based payment transactions for acquiring goods and services from non-employees and superseded guidance in Subtopic 505-50, Equity—Equity-Based Payments to Non-Employees. The changes to Topic 606 expand the scope to include share-based payment awards granted to a customer in conjunction with selling goods or services. The exposed revisions were as follows: 1) revisions to SSAP No. 104R—Share-Based Payments to adopt ASU 2019-08, with modification, for statutory accounting; 
2) revisions to SSAP No. 95—Nonmonetary Transactions to adopt ASU 2019-08, with modification by updating previously adopted U.S. generally accepted accounting principles (GAAP) guidance; and 3) revisions to SSAP 
No. 47—Uninsured Plans, which reject Topic 606 guidance in ASU 2019-08. For statutory accounting assessments, prior U.S. GAAP guidance related to share-based payments has been predominantly adopted with modification in SSAP No. 104R.

D. Agenda Item 2023-08

Bruggeman directed the Working Group to agenda item 2023-08: ASU 2019-07, Codification Updates to SEC Sections (Attachment One-K). Oden stated that the FASB issued ASU 2019-07, Codification Updates to SEC Sections: Amendments to SEC Paragraphs Pursuant to SEC Final Rule Releases No. 33-10532, Disclosure Update and Simplification, and Nos. 33-10231 and 33-10442, Investment Company Reporting Modernization, and Miscellaneous Updates, which primarily affects the codifications of Financial Services—Depository and Lending (Topic 942), Financial Services—Insurance (Topic 944), and Financial Services—Investment Companies (Topic 946). The update amends and supersedes certain U.S. Securities and Exchange Commission (SEC) sections in Topic 942, Topic 944, and Topic 946 to align codification guidance with SEC Releases No. 33-10532, 33-10231, and 33-10442. These SEC releases amend a wide range of disclosure requirements that were determined to be redundant, duplicative, overlapping, outdated, or superseded by other relevant literature. Additionally, the SEC releases include several miscellaneous updates and corrections intended to clarify SEC guidance. Historically, SEC guidance from ASUs has been rejected as not applicable for statutory accounting in Appendix D—Nonapplicable GAAP Pronouncements. 

E. Agenda Item 2023-09

Bruggeman directed the Working Group to agenda item 2023-09: ASU 2020-09—Amendments to SEC Paragraphs Pursuant to SEC Release No. 33-10762—Debt (Topic 470) (Attachment One-L). Oden stated that the FASB issued ASU 2020-09, Amendments to SEC Paragraphs Pursuant to SEC Release No. 33-10762—Debt (Topic 470), which affects the codification in debt (Topic 470). The update amends and supersedes certain SEC sections in Topic 470 to align codification guidance with SEC Release No. 33-10762. No. 33-10762 amends the SEC financial disclosure requirements for guarantors and issuers of guaranteed securities registered or being registered, and issuers’ affiliates whose securities collateralize securities registered or being registered in Regulation S-X to improve those requirements for both investors and registrants. The changes are intended to provide investors with material information given the specific facts and circumstances, make the disclosures easier to understand, and reduce the costs and burdens to registrants. Oden recommended adoption of the exposed revisions to Appendix D—Nonapplicable GAAP Pronouncements to reject ASU 2020-09, Amendments to SEC Paragraphs Pursuant to SEC Release No. 33-10762—Debt (Topic 470) as not applicable to statutory accounting. This action is consistent with previous Working Group actions regarding similar SEC guidance. 

F. Agenda Item 2023-10

Bruggeman directed the Working Group to agenda item 2023-10: ASU 2022-05, Transition for Sold Contracts (Attachment One-M). Oden stated that this agenda item has been drafted to consider ASU 2022-05, Transition for Sold Contracts for statutory accounting. The FASB issued the ASU in December 2022 to amend specific sections of ASU 2018-12, Targeted Improvements for Long-Durations Contracts (LDTI). The amendments made by ASU 2022-05 are intended to reduce implementation costs and complexity associated with the adoption of LDTI for contracts that have been derecognized in accordance with the ASU before the LDTI effective date. The amendments in ASU 2022-05 amend the LDTI transition guidance to allow an insurance entity to make an accounting policy election on a transaction-by-transaction basis. An insurance entity may elect to exclude contracts that meet certain criteria from applying the amendments in the LDTI. Oden recommended adoption of the exposed revisions to reject ASU 2022-05 in SSAP No. 50–Classifications of Insurance or Managed Care Contracts; SSAP No. 51R—Life Contracts; SSAP No. 52—Deposit-Type Contracts; SSAP No. 56—Separate Accounts; SSAP No. 71—Policy Acquisition Costs and Commissions; and SSAP No. 86—Derivatives.

G. Agenda Item 2023-13

Bruggeman directed the Working Group to agenda item 2023-13: PIK Interest Disclosure Clarification (Attachment One-N). Oden stated that this agenda item has been developed to further clarify, and incorporate a practical expedient, to the paid-in-kind (PIK) interest aggregate disclosure adopted in SSAP No. 34—Investment Income Due and Accrued. In response to questions received on how paydowns or disposals would affect PIK interest included in the cumulative balance, it was noted that clarifying guidance would assist with consistent application. Furthermore, without clarification, it was identified that companies and investment software vendors may interpret the need to detail the retrospective PIK allocations and paydowns or disposals as evidence for the resulting amount. The previously adopted disclosure in SSAP No. 34 is not intended to change, but the proposed clarification and practical expedient guidance would also be included in the annual statement instructions. This agenda item will be used to subsequently provide a memo to blanks for year-end 2023 application and to formally revise the instructions for 2024. 

3. Reviewed Comments on Exposed Items

A. Agenda Item 2019-21

[bookmark: _Hlk121307495]Bruggeman directed the Working Group to agenda item 2019-21: Principles-Based Bond Definition. Stultz stated that during the Spring National Meeting, the Working Group exposed revisions that reflect most of the interested parties’ comments to the statutory accounting guidance that details the bond definition and the accounting and reporting guidance for bonds, including asset-backed securities (ABS), debt securities that do not qualify as bonds, and other SSAPs that were also affected or that referenced the prior bond guidance. The revisions exposed for comment included documents related to SSAP No. 26R—Bonds, SSAP No. 43R—Loan-Backed and Structured Securities, SSAP No. 21R—Other Admitted Assets, and other SSAPs that were affected. Stultz stated that in addition to the documents proposing SAP revisions, during the Spring National Meeting the Working Group exposed a proposal to revise the reporting lines on Schedule BA to include debt securities that do not qualify as bonds, as well as to consolidate existing reporting lines. 

Stultz noted that interested parties had no comment on the last exposed revisions to SSAP No. 26R, SSAP No. 43R, and the other SSAPs, and he recommend that those be adopted. 

Stultz noted that interested parties provided comments on the exposed revisions to SSAP No. 21R. As a result, NAIC staff had further revised the SSAP No. 21R, and Stultz recommended that it be re-exposed for public comment, along with the bond project issue paper that details the direction and discussions in developing this project. 

Finally, Stultz also recommended that the Working Group sponsor a blanks proposal to revise Schedule BA for debt securities that do not qualify as bonds, with formal notice to the Valuation of Securities (E) Task Force and the Capital Adequacy (E) Task Force. 

Mike Reis (Northwestern Mutual), representing interested parties, stated that interested parties support adoption of the revisions SSAP No. 26R, SSAP No. 43R, and the other affected SSAPs.

Walker made a motion, seconded by Clark, to adopt the bond definition revisions in SSAP No. 26R (Attachment One-O) and SSAP No. 43R (Attachment One-P) and the other impacted SSAPs document (Attachment One-Q), with an effective date of Jan. 1, 2025. The motion passed unanimously.

[bookmark: _Hlk142913302]Clark made a motion, seconded by Hudson, to expose the revised SSAP No. 21R and the bond project issue paper as recommended by NAIC staff. The motion passed unanimously.

Walker made a motion, seconded by Weaver, for the Working Group to sponsor a blanks proposal to revise Schedule BA in accordance with the bond project for debt securities that do not qualify as bonds and to provide notice of the actions to the Valuation of Securities (E) Task Force and to the Capital Adequacy (E) Task Force. The motion passed unanimously.

B. Agenda Item 2022-01

Bruggeman directed the Working Group to agenda item 2022-01: Conceptual Framework – Updates. Marcotte stated that during the Spring National Meeting, the Working Group exposed additional revisions to SSAP 
No. 5R—Liabilities, Contingencies and Impairment of Assets and Issue Paper No. 168—Updates to the Definition of a Liability related to the definition change of a liability. The revisions incorporate the definition of a liability from FASB Concepts Statement No. 8, Conceptual Framework for Financial Reporting—Chapter 7, Presentation, and Concepts Statement No. 8, Conceptual Framework for Financial Reporting—Chapter 4, Elements of Financial Statements, which updates the definition of an asset and of a liability. For U.S. GAAP, the FASB Conceptual statements definitions are not authoritative, but rather are concepts to consider when developing and applying guidance. 

Marcotte stated that the Spring National Meeting exposure also included revisions to add an additional footnote to the definition of a liability in SSAP No. 5R, which defers to more topic-specific contradictory guidance in an SSAP, revises the relevant literature section of SSAP No. 5R to note the modification, and the additional exposure action in the issue paper. These clarifications were because of the authoritative treatment that statutory accounting provides to the definition of a liability SSAP No. 5R. The FASB basis for conclusions noted that some existing authoritative FASB literature regarding liabilities is inconsistent with the updates to Concepts Statement No. 8. Therefore, a modification regarding topic-specific liabilities guidance was incorporated to address variations from the definition of a liability.

[bookmark: _Hlk143779674]Hudson made a motion, seconded by Weaver, to adopt the exposed revisions to SSAP No. 5R (Attachment One-R) and Issue Paper No. 168—Updates to the Definition of a Liability (Attachment One-S). The motion passed unanimously.

C. [bookmark: _Hlk121307577]Agenda Item 2022-11

Bruggeman directed the Working Group to agenda item 2022-11: Collateral for Loans. Marcotte stated that during the Spring National Meeting, the Working Group re-exposed revisions to SSAP No. 21R to clarify that invested assets pledged as collateral for admitted collateral loans must qualify as admitted invested assets. She stated that interested parties support the proposed changes but that the Working Group also received two comment letters from Security Benefit Life Insurance Company (SBL) that opposed the changes, noting that in some cases the fair value of the collateral of these types of investments was higher than audited book value. Marcotte stated that the second comment letter from SBL was asking for an accounting policy election to use fair value. She stated that normally collateral is measured at fair value. However, when this issue was initially brought to the Working Group, one of the concerns was that using Level 3 fair values for a related party loan could essentially admit a greater amount than if the assets were directly held. 

Weaver stated that optionality is not consistent with the general practice of statutory accounting, noting that there had been some recent receiverships and exam reports with significant comments regarding this type of investment.

Smith agreed with Weaver and stated that the proposed fair value election would be left to the discretion of the commissioner, which would lead to inconsistencies between states.

Caleb Brainerd (SBL) stated that SBL supports the clarification that collateral loan secured by SSAP No. 48—Joint Ventures, Partnerships and Limited Liability Companies and SSAP No. 97—Investments in Subsidiary, Controlled and Affiliated Entities investments require audits of the underlying collateral to be admissible assets under statutory accounting. He stated that the basis used to test the sufficiency of collateral for these types of collateral loans is a substantive change and recommended that the Working Group reconsider the issue prior to adopting this exposure. Specifically, SBL believes fair value is the most appropriate basis for determining the sufficiency of collateral. Fair value is the measure that reflects the value of assets that would be available to support policyholder liabilities in the event of foreclosure on collateral loans. Brainerd stated that fair value is also the basis upon which insurers have historically, and currently underwritten, collateral loans and aligns with covenants entered into between the insurer and the borrowers within the corresponding loan agreements. Finally, continuing to use fair value will retain consistency across all collateral loans under statutory accounting and with the tests used for other types of collateralized financial instruments. He asked the Working Group to extend the exposure period to 
Sept. 12 to allow industry and the Working Group to further consider whether fair value should be retained as the basis for testing the sufficiency of collateral for collateral loans.

Bruggeman asked if the audited value of SSAP No. 48 and SSAP No. 97 entities which are pledged as such collateral approximates fair value in instances when the collateral was from investment entities. He noted that in his understanding, the audits of the pledged collateral from non-investment type entities, such as operating entities, may result in audited value that might not be a good proxy for fair value. That is, for such entities, the audited book value does not approximate fair value because many of the underlying assets are not reported as fair value.

Brainerd stated that in most instances, the SSAP No. 48 and SSAP No. 97 underlying collateral investments would likely be from entities that are considered investment companies. He noted that for investment entities, net asset value (NAV) is calculated, which approximates fair value. As such, audited equity and fair value of investment companies would be similar or the same. However, for some of the SSAP No. 48 and SSAP No. 97 investments that are not considered investment companies, their assets are not held at fair value. He noted that the investment company guidance is complex. As a result, the book value is often significantly lower than the fair value for non-investment entities. He stated that using book value could result in non-admitting loans that are in good standing that have been underwritten on the fair value of the collateral basis. In cases where collateral is not an investment company, SBL obtains independent fair value calculations or independent reviews of the fair value calculations, which are also subject to audit. 

Bruggeman questioned whether a distinction needs to be made between affiliated and non-affiliated investments. He noted that the Working Group choice today was whether to adopt what was exposed or extend the exposure until after the Sept. 12 deadline. Additionally, he clarified that the question is whether non-investment companies should be allowed to use audits and measure the collateral at fair value instead of book value.

Clark stated that he agreed with the prior comments that there should not be optionality. He questioned what additional information should be provided if the decision-making process was extended. He asked if the rest of industry was willing to provide input. 

Andrew Morse (Global Atlantic), representing interested parties, noted support for the current exposed guidance, but he stated that given the comments that fair value might be a better measurement for asset collateral adequacy, interested parties as a group feel that there are good arguments for using either the fair value measurement or the U.S. GAAP equity measurement. He stated that interested parties would support exposure until Sept. 12.

Bruggeman stated that for the non-investment entities, there would need to be more support for obtaining fair value. He noted that this agenda item originated because of a lack of support for the valuation of collateral, especially for level three fair values. Clark stated that he did not see the harm in allowing additional time for industry to build consensus on the issue. 

Malm stated that as part of the extended comment period, industry should provide not just a consensus view, but if the consensus view is to use fair value, then also provide language around documentation and expectations of the valuations at fair value. She also requested that interested parties’ comments also include details on the regulatory arbitrage related to going from book value to fair value, as well as the risk-based capital (RBC) impact.

Morse stated that the asset in question is a collateral loan, which has a value as a loan. That value does not change based on the underlying collateral unless part of the asset is nonadmitted. He stated that the asset itself is not fluctuating regularly based on the valuation of the collateral; it is typically carried at cost or amortized cost. He stated that the proposed revisions are just a check to see if there is sufficient collateral to support the collateral loan. 

The Working Group noted no objections to re-exposing this agenda item until Sept. 12 to allow industry the opportunity to provide support for using fair value measurement.

D. Agenda Item 2022-12

Bruggeman directed the Working Group to agenda item 2022-12: Review of INT 03-02: Modifications to an Existing Intercompany Pooling Arrangement. Marcotte stated that on March 22, the Working Group re-exposed the intent to nullify INT 03-02, effective Dec. 31, 2023. The nullification is proposed because INT 03-02 is inconsistent with SSAP No. 25—Affiliates and Other Related Parties guidance regarding economic and non-economic transactions between related parties. Treatment of transfers of assets between affiliates should be consistent for all intercompany transactions, and there is not a compelling need to be different when valuing assets for intercompany reinsurance transactions. Marcotte stated that this agenda item was re-exposed to allow more time for comments. She recommended deferral of this agenda item to allow more time to review interested parties’ comments and have further discussions with industry. 

Hudson expressed support for the deferral recommendation. 

Keith Bell (The Travelers Companies), representing interested parties, noted support for deferral and that he has started work on examples of when intercompany plan agreements would be modified. He stated that if INT 03-02 was nullified and the assets were changed to fair value, there would be a significant impact. He noted that changing interest rate environments could affect the amounts transferred. He stated that Travelers will provide a specific example to show the Working Group the mechanics of how it works.

Bruggeman requested that interested parties include examples to break out the differences between amending a pooling arrangement for existing members versus adding a company that was recently acquired and added to the pool. He stated that there are some definite distinctions between those situations.

The Working Group members had no objections to deferring action and re-exposing this item.

E. Agenda Item 2022-14

[bookmark: _Hlk80942606]Bruggeman directed the Working Group to agenda item 2022-14: New Market Tax Credits. Oden stated that on May 16, the Working Group exposed revisions to SSAP No. 93—Low-Income Housing Tax Credit Property Investments and SSAP No. 94R—Transferable and Non-Transferable State Tax Credits.

Bruggeman stated that this agenda item was drafted in response to the federal Inflation Reduction Act and the subsequent issuance of ASU 2023-02, which amended U.S. GAAP guidance on the application of the proportional amortization method for income tax equity investments. Oden stated that since the project was started, its scope has been expanded in response to comments received. SSAP No. 93 is proposed to include all qualifying tax credit investments irrespective of structure or tax credit program, and SSAP No. 94R is proposed to include all purchased and certain allocated state and federal tax credits. He stated that on June 30, the Working Group received comments from interested parties on the May 16 exposure drafts. Oden stated that the comments were included in the hearing agenda for exposure in the Summer National Meeting, and staff responses were included in the agenda item. Oden provided a summary of the comments received and the proposed recommendations. He recommended the Working Group expose the revisions to SSAP No. 93 and SSAP No. 94R and direct staff to begin working with industry on revisions to the annual statement Schedule BA reporting lines, as well as how those reporting lines flow through to the asset valuation reserve.

Angelica Sanchez (New York Life), representing interested parties, commented that they agree with what has been proposed and reiterated the need for uniformity in accounting and reporting for tax credit investments and other types of tax credit certificates. She stated they also agree that the proportional amortization method is the right accounting to follow for investments where earnings are returned primarily through tax credits. She stated they appreciate the Working Group incorporating some of the interested parties’ comments and providing such detailed explanations of issues where they did not necessarily agree with industry. She stated that interested parties agree with most of the changes made. Sanchez stated that there are two main items on which they will focus. First is that they did not intend to confuse things about referring to the retrospective accounting under U.S. GAAP. She stated that they will continue to work to obtain consensus with both industry and the Working Group on what makes the most sense for adoption and what the transition requirements should be. Second, currently all low-income housing tax credit investments are reported in a dedicated section on Schedule BA that allows them to have specific RBC charges that are different from most other investments on Schedule BA. She stated that interested parties recommend that the same should happen for any other type of tax credit investment that is within the scope of SSAP No. 93 since those investments tend to be very high credit quality investments.

Walker made a motion, seconded by Hudson, to direct NAIC staff to expose the additional revisions and to work with the Blanks (E) Working Group on drafting proposed revisions for Schedule BA. The motion passed unanimously.

F. Agenda Item 2022-19

[bookmark: _Hlk122334744]Bruggeman directed the Working Group to agenda item 2022-19: Negative IMR (Attachment One-T). Marcotte stated this agenda item has been developed to discuss the interest maintenance reserve (IMR) within statutory accounting, specifically the current guidance for the nonadmittance of disallowed negative IMR. Although the statutory accounting guidance has been in place for several years, the rising interest rate environment has created an increased likelihood for reporting entities to move to a negative IMR position. Discussion of this topic began after receipt of an American Council of Life Insurers (ACLI) comment letter dated Oct. 31, 2022. Marcotte stated that since the receipt of the ACLI letter, the Working Group has discussed this issue and directed various actions. Most recently, on June 28, 2023, the Working Group met to hear comments on INT 23-01: Net Negative (Disallowed) Interest Maintenance Reserve, which was exposed to permit limited admittance of net negative (disallowed) IMR. As a result of that meeting, the Working Group directed NAIC staff to incorporate several revisions to the proposed INT 23-01. The revised INT was exposed via e-vote on July 5 for a shortened comment period ending July 21. Marcotte noted that interested parties provided three editorial revisions to the most recent exposure that were included in the meeting materials.

Marcotte recommended adoption of the exposed INT 23-01 with the editorial revisions noted. She stated that INT 23-01 would be automatically nullified on Jan. 1, 2026. NAIC staff would also provide the Blanks (E) Working Group with a disclosure memorandum for posting on its website. Marcotte stated that NAIC staff recommend the Working Group continue to work on a long-term solution. She stated that the ACLI suggested forming an ad hoc technical group, which would include members from the Working Group, the Life Actuarial (A) Task Force, industry, and the American Academy of Actuaries (Academy) as part of the long-term solution. She stated that because INT 23-01 creates overrides of existing statutory accounting and annual statement instructions, the policy statement would require a two-thirds super majority vote of the Working Group present and voting to adopt.

Reis thanked state insurance regulators for working on an interim solution to not disincentivize prudent investment or risk management activity until the longer-term solution can be finalized. He said interested parties look forward to working with the Working Group or an ad hoc group. He stated that interested parties are supportive of the Life Actuarial (A) Task Force and the Academy being part of that group. 

Bruggman stated that this interpretation does not place any key reliance on asset adequacy testing. The asset adequacy testing will still use the interest maintenance reserve (IMR) as its natural process. He noted that, the larger the admitted asset within the asset adequacy testing, the greater the chance of an asset adequacy additional reserve requirement. He stated that the Working Group is not placing primary reliance on asset adequacy testing (AAT).

Hudson made a motion, seconded by Malm, to adopt INT 23-01: Net Negative (Disallowed) Interest Maintenance Reserve, reflecting the editorial revisions to the recent exposure discussed during the meeting (Attachment One-U). With this motion, the Working Group also agreed to form an ad hoc technical group, which would continue to work on this topic. The motion passed unanimously.

G. Agenda Item 2023-01

Bruggeman directed the Working Group to agenda item 2023-01: Review Annual Statement Instructions for Accounting Guidance. Stultz stated that this agenda item was developed to establish a project to review the annual and quarterly statement instructions to ensure that all accounting guidance is primarily reflected within the SSAPs. The focus of this project is to ensure that the annual or quarterly statement instructions are not the primary source of statutory accounting guidance. This agenda item and project was proposed due to limited situations in which the annual statement instructions have been identified as containing more detailed accounting guidance than the SSAPs. 

Bruggeman directed NAIC staff to continue with this project.

H. Agenda Item 2023-04

Bruggeman directed the Working Group to agenda item 2023-04: Corporate Alternative Minimum Tax Guidance. Marcotte stated that this agenda item is to provide guidance regarding the corporate alternative minimum tax (CAMT) for year-end 2023 and after. Interested parties of the Working Group have submitted comments and a draft interpretation, which is included with the comment letters. 

Marcotte provided a summary of the CAMT that is in effect for tax years beginning after 2022, noting that the CAMT is very different from the prior alternative minimum tax. She noted that the requirement to calculate the CAMT only applies to corporations on a tax-controlled basis with an average adjusted book income in excess of $1 billion on average for the prior three years (with a $100 million threshold for certain foreign-owned entities). 

Marcotte stated that because the CAMT will only apply to a limited number of reporting entities, INT 23-03: Inflation Reduction Act - Corporate Alternative Minimum Tax had been developed separately from SSAP No. 101—Income Taxes. She noted that INT 23-03 was organized to provide guidance for: 1) non-applicable reporting entities, which do not have to do the calculation; 2) applicable reporting entities, which must do the calculation to determine the tax; and 3) applicable reporting entities with tax sharing agreements that exclude the entities from having to pay the CAMT. 

Marcotte stated that the proposed INT 23-03 follows many of the principles in SSAP No. 101. For example, the consideration of the statutory valuation allowance assessment for the CAMT is determined on a group basis, and the statutory valuation allowance for other non-CAMT deferred tax assets (DTAs) is computed on a separate entity basis. She stated that INT 23-03 uses the applicable realization threshold limitations tables in SSAP No. 101, paragraph 11b. For example, most reporting entities will be above the 300% ex DTA RBC threshold in the tables and will admit CAMT credits in the admittance calculation that can be used within three years and up to 15% of statutory capital and surplus as adjusted in the SSAP No. 101 admissibility calculation. Marcotte stated that one of the exceptions to SSAP No. 101 that was proposed is to not require such entities (three-year/15%) to have to do the “with and without” calculation. She noted that the proposed guidance relies on tax allocation agreements for treatment of the CAMT and requires disclosures. 

Marcotte highlighted that proposed transition guidance, which would allow reporting reliance on unapproved filed tax sharing agreements at year-end with domiciliary department of insurance consent, was not as specific as requested by industry because of Insurance Holding Company System Regulatory Act (Model #440) concerns. She noted that the transition guidance is focused on the subsequent events reporting exceptions. She noted that the meeting materials contained an updated attachment that tracked minor edits to the INT 23-03 since the initial materials posting. 

Marcotte recommended exposure of INT 23-03 after the Working Group provides direction regarding paragraph 11.c. of SSAP No. 101. She stated that the third step in the SSAP No. 101 admissibility test admits DTAs to the extent of deferred tax liabilities (DTLs) if the DTAs can be offset on a tax return; this requires consideration of tax character. She stated that Working Group direction was requested on which version of paragraph 34 in the INT 23-03 discussion draft to include in the exposure. The first version would follow SSAP No. 101, paragraph 11.c. and admit CAMT credits to the extent of offsetting DTLs. The second version, which is a departure from SSAP 
No. 101, would not allow the admission of any CAMT credits under SSAP No. 101, paragraph 11.c. 

Marcotte noted that Working Group direction was requested because although the CAMT credit does not expire, it has additional contingencies that make the use of the credit more questionable. The CAMT credit can only be used for non CAMT tax liabilities that are greater than the CAMT tax liability. She also noted that that if the tax-controlled group is a CAMT payor, the CAMT credit cannot be used. The CAMT is a credit, like a net operating loss carry forward, which does not have a reversal pattern. Instead, the entity must be eligible to use the CAMT credit. She also noted that while having more DTLs reverse increases the likelihood that the regular taxable income will exceed the CAMT liability, the result is not guaranteed. 

Bruggeman stated that much of the INT 23-03 follows a general pattern of what is already in SSAP No. 101 with some subtle differences. He stated that he prefers to continue to follow the general pattern of SSAP No. 101, including allowing DTL offset in SSAP No. 101, paragraph 11.c. He stated that this avoids some misinterpretation by companies and auditors by continuing a pattern that has already been in place.

Hudson expressed support for the use of language consistent with SSAP No. 101, paragraph 11c. He stated that as the Working Group receives comments, it can evaluate them. Clark, Walker and Sherman also stated support following SSAP No. 101, paragraph 11.c.

Aimee Hoke (Nationwide), representing interested parties, stated that CAMT is a unique accounting consideration as the tax is consolidated in nature and applies an applicability test. She stated that industry supports the position that the CAMT credits should be admitted against deferred tax losses under SSAP No. 101, paragraph 11.c. She stated that the CAMT credit operates in the same way as the prior alternative minimum tax (AMT) that was in place before 2018. The AMT DTAs were allowed to be used on the tax return and admitted against DTLs for that prior AMT. She stated that CAMT DTAs are no different from the other DTAs. They represent a future tax benefit. The premise of admitting DTAs against DTLs rests on the fact that DTLs will create future taxable income. In the case of CAMT DTAs, regular tax must exceed CAMT to be used. But for all other DTAs to be admitted, that entity would also need taxable income, so the basic mechanics are the same. A good example of a similar DTA is net operating losses (NOLs). NOL DTAs can only be used if the taxable group has taxable income but cannot be used to offset DTLs in the tax return. CAMT DTAs are evaluated for a valuation allowance, meaning that if the CAMT DTA is not expected to be realized, a valuation allowance would be set up.

Bruggeman asked whether industry supports having an earlier comment deadline for this exposure. He noted that tax sharing agreements for some entities will need to be updated prior to year-end. He summarized the proposed transition guidance, noting that statutory accounting cannot override Model #440 in the states but that the Working Group was trying to provide acceptable subsequent events transition guidance for the recognition of needed pending agreement updates, which may not be final until after the first of the year. Hoke stated support for the earlier comment deadline of Sept. 12. 

Hudson made a motion, seconded by Walker, to expose INT 23-03 with the revisions to paragraph 34, which incorporate allowing admittance of the CAMT credits following the concepts in SSAP No. 101, paragraph 11.c. This exposure has a Sept. 12 comment deadline. Marcotte stated that because INT 23-03 creates overrides of existing guidance, the policy statement would require a two-thirds super majority vote of the Working Group present and voting to adopt. The motion passed unanimously.

I. Agenda Item 2023-06

Bruggeman directed the Working Group to agenda item 2023-06: Additional Updates on ASU 2021-10, Government Assistance. Marcotte stated that on Aug. 10, 2022, the Statutory Accounting Principles (E) Working Group adopted revisions to SSAP No. 24—Discontinued Operations and Unusual or Infrequent Items in agenda item 2022-04. The revisions incorporated certain disclosures, adopted with modification from ASU 2021-10, to supplement existing disclosures regarding unusual or infrequent items.

Marcotte stated that with the follow-up questions about the adoption of the disclosures, most were regarding whether adoption with modification of the disclosures were intended to allow insurers to use the grant and contribution model. She stated that the intent was not to change accounting but to adopt the disclosures. The most recent exposure is to reject ASU 2021-10 instead of adopting it with modification, but still maintain government assistance disclosures. Marcotte stated that interested parties indicated they agreed with the proposed revisions but noted that some entities were using the grant and contribution model, and the discussion did not indicate whether it should be applied. She stated that there is no specific accounting guidance addressing accounting for government assistance transactions, and some of the health industry noted that in the absence of specific guidance, companies have looked to non-authoritative GAAP guidance, which supports the use of that model. Marcotte recommended adopting the exposed revisions to SSAP No. 24 to reject the ASU 2021-10 and include certain government assistance disclosures. She stated that the alternative is the disclosures could also be wholly rejected.

Hudson made a motion, seconded by Sherman, to adopt revisions to SSAP No. 24 as exposed (Attachment One-V). These revisions include the rejection of ASU 2021-10, while also maintaining government assistance disclosures. The motion passed unanimously.

J. Agenda Item 2023-12

Bruggeman directed the Working Group to agenda item 2023-12: Residuals in SSAP No. 48 Investments. Stultz stated that this agenda item proposes revisions to clarify the scope and reporting for investment structures that represent residual interests within statutory accounting principles. Previously, revisions have been incorporated in SSAP No. 43R to address the reporting of residual interests within securitization structures. With these revisions, residual interests, as defined within SSAP No. 43R, were required to be reported on Schedule BA on designated reporting lines beginning year-end 2022. After reviewing the 2022 reporting results, it was identified that the information for residuals may be underrepresented because of the various legal forms that residual investments can take. For example, a reporting entity could hold investments that have the substance of residual interests in the form of limited partnerships, joint ventures, or other equity fund investments. To ensure consistent reporting of all residual interests, this agenda item proposes guidance to clarify the reporting of in-substance residuals regardless of the structure of the investment vehicle in SSAP No. 48. Stultz stated that the application is really the issue, not the definition itself, and NAIC staff believe that these proposed changes address those issues. NAIC staff recommend the Working Group expose the agenda item with the expanded update proposal to reflect revisions to the interim discussions and coordination with interested parties, and they recommend this exposure have a shortened deadline of Sept. 12 with the intent of this agenda item being adopted for 2023 reporting. 

Rose Albrizio (Equitable), representing interested parties, agreed with the shortened comment period.

Clark stated that he wanted to make clear that there are two separate agenda items discussing residuals at this meeting. He noted that this agenda item is more focused on reporting. The other agenda item provides more accounting and is also exposed. 

Clark made a motion, seconded by Sherman, to expose the clarifying guidance for residuals in SSAP No. 48 until Sept. 12. The motion passed unanimously.

4. Considered Maintenance Agenda – Active Listing

Hudson made a motion, seconded by Kasinow, to expose the following agenda items for a public comment period. The motion passed unanimously. The comment deadline for exposures was Sept. 29 for all exposures except INT 23-02, which had a comment deadline of Sept. 12. The motion passed unanimously.

A. Agenda Item 2023-14

Bruggeman directed the Working Group to agenda item 2023-14: Asset Valuation Reserve and Interest Maintenance Reserve. Marcotte stated that this agenda item is a broad concept agenda item developed with the goal of incorporating accounting guidance for the AVR and the IMR into SSAP No. 7—Asset Valuation Reserve and Interest Maintenance Reserve. Historically, this statement has included a brief overview of the AVR and IMR with the calculation and reporting guidance determined as directed by individual SSAPs or in accordance with the Annual Statement Instructions for Life, Accident and Health/Fraternal Companies. It has also been noted that there are some disconnects between the SSAPs and the IMR/AVR guidance included in the Annual Statement Instructions and that there are limited financial reporting cross-checks to the reporting within the AVR. Marcotte recommended the Working Group move this item to the maintenance agenda as a new SAP concept and expose this agenda item with an overall concept for a long-term project to capture accounting and reporting for IMR/AVR in SSAP No. 7.

B. Agenda Item 2023-15

Bruggeman directed the Working Group to agenda item 2023-15: IMR/AVR Specific Allocations. Marcotte stated that this agenda item has been developed to update guidance for IMR/AVR in the Annual Statement Instructions that currently establish specific allocation guidance. The principal concept of the IMR and AVR is that interest-related losses go to IMR, and non-interest-related losses go to AVR. This agenda item is to correct instructions that appear to direct an entity to allocate non-interest-related losses to IMR rather than correctly to the AVR.
 
Although the presence of examples for illustration are beneficial, the current annual statement instructions permit unintended allocations that do not reflect the intent of the principles. These have been specifically noted through inquiries to NAIC staff, particularly within the last year. NAIC staff believe these inquiries have been spurred by the discussions regarding the industry request to admit net negative IMR, therefore creating an incentive to allocate losses to IMR instead of AVR. This agenda item will focus on specific allocations within the annual statement instructions for NAIC designation changes for debt securities (excluding loan-backed and structured securities [LBSS]) and mortgage loans. Marcotte recommended the Working Group move this item to the maintenance agenda as a new SAP concept and expose the annual statement revisions to remove guidance that permits specific allocation and non-interest-related losses to IMR.

C. Agenda Item 2023-16

Bruggeman directed the Working Group to agenda item 2023-16: Schedule BA Reporting Categories. Oden stated that this agenda item has been developed to incorporate more detailed definitions for the annual statement reporting categories of SSAP No. 48 and residual interests on Schedule BA: Other Long-Term Invested Assets. Discussions identified that variations exist across industry on the types of investments included within each of the existing categories shown in Schedule BA. Oden stated that it was also noted that the annual statement instructions provide limited guidance, and the examples were not helpful for determining the reporting classifications. The intent of the recommended changes is to reduce reporting difficulty, improve consistency, and allow regulators to better assess the type and volume of investment types. Oden recommended that the Working Group move this item on the maintenance agenda as an SAP clarification and potential blank reporting change and expose the agenda item with a request for industry and regulator feedback. Specifically, comments were requested on what should be included as an investment with the underlying asset characteristics of the following categories: fixed income instruments, common stocks, real estate, mortgage loans, and others.

Bruggeman stated that as part of the discussion on this exposure, NAIC staff should coordinate with NAIC staff for the RBC items.

D. Agenda Item 2023-17

Bruggeman directed the Working Group to agenda item 2023-17: Short-Term Investments. Oden stated that this agenda item has been developed to review the guidance in SSAP No. 2R—Cash, Cash Equivalents, Drafts, and Short-Term investments and establishes principal concepts for the types of investments that should be permitted for reporting as either cash equivalents or short-term investments. This agenda item is in response to noted situations in which certain types of investments, particularly collateral loans or other Schedule BA items, have been specifically designed to meet the parameters for short-term reporting. Effectively, this agenda item, and the prior revisions to exclude certain investments from SSAP No. 2R, which were discussed as part of the bond project, will eliminate investments (except money market mutual funds and cash pooling dynamics) from being reported as cash equivalents or short-term investments unless they would qualify under SSAP No. 26R as an issuer credit obligation. Such investments will then only qualify as a cash equivalent or short-term investment if they have a maturity date within three months (cash equivalents) or 12 months (short-term) from the date of acquisition or meet the specific requirements for money market mutual funds or cash pooling arrangements. This agenda item proposes to retain the guidance in SSAP No. 2R that prevents cash equivalent or short-term reporting for related party investments if the reporting entity does not reasonably expect to terminate the investment, the original maturity time has passed, and if the reporting entity reacquired a substantially similar investment. Oden recommended the Working Group move this item to the maintenance agenda as a new SAP concept and expose this agenda item with proposed revisions to further restrict the investments that are permitted to be reported as cash equivalent or short-term investments. With the adoption consideration of the bond definition, including the edits to exclude ABS and debt securities that do not qualify as bonds from SSAP No. 2R, this agenda item proposes edits to reflect the bond project changes, and it is proposed to have an effective date of Jan. 1, 2025. Additionally, subsequent blanks reporting changes will be considered to modify the cash equivalent and short-term reporting lines accordingly.

E. Agenda Item 2023-18

Bruggeman directed the Working Group to agenda item 2023-18: ASU 2016-19, Technical Corrections and Improvements. Oden stated that In December 2016, the FASB issued ASU 2016-19, Technical Corrections and Improvements, as part of a standing project on its agenda to address suggestions received from stakeholders on FASB codifications and to make other incremental improvements to U.S. GAAP. The changes made by ASU 2016-19 included minor clarifications, corrections, the addition of codification references, guidance relocations, and removal of redundant, outdated, or superseded guidance. Oden recommended that the Woking Group move this item to the active listing as an SAP clarification and expose revisions to adopt with modification ASU 2016-19, Technical Corrections and Improvements for statutory accounting. The agenda item includes the details of the revisions to be exposed and the rationale for which guidance is recommended for inclusion and which was recommended for rejection. Unless noted otherwise, Oden recommended that all other amendments made within ASU 2016-10, as detailed in the agenda item, be rejected for statutory accounting in SSAP No. 5R, SSAP No. 92—Postretirement Benefits Other Than Pensions, SSAP No. 102—Pensions, and SSAP No. 103R—Transfers and Servicing of Financial Assets and Extinguishments of Liabilities. 

F. Agenda Item 2023-19

[bookmark: _Hlk131685876]Bruggeman directed the Working Group to agenda item 2023-19: ASU 2018-09, Codification Improvements. Oden stated that in July 2018, the FASB issued ASU 2018-09, Codification Improvements. This ASU is part of its standing project to facilitate FASB codification updates for technical corrections, clarifications, and other minor improvements. The changes made by ASU 2018-09 included minor clarifications, corrections, the addition of codification references, guidance relocations, and the removal of redundant, outdated, or superseded guidance. NAIC staff recommended that the ASU be rejected in Appendix D—Nonapplicable GAAP Pronouncements as not applicable for statutory accounting purposes.

G. [bookmark: _Hlk129937843]Agenda Item 2023-20

Bruggeman directed the Working Group to agenda item 2023-20: ASU 2020-10, Codification Improvements. Oden stated that in October 2020, the FASB issued ASU 2020-10 Codification Improvements. The changes made by the ASU either move disclosure guidance to the disclosure section of the codification or add codification references to direct readers to the disclosure section, and this ASU does not provide any relevant new guidance. NAIC staff recommended that the ASU be rejected in Appendix D—Nonapplicable GAAP Pronouncements as not applicable for statutory accounting purposes.

H. Agenda Item 2023-21

Bruggeman directed the Working Group to agenda item 2023-21: Removal of Transition Guidance from SSAP 
No. 92 and SSAP No. 102. Stultz stated that on Dec. 18, 2012, the Statutory Accounting Principles (E) Working Group adopted SSAP No. 92 and SSAP No. 102. The adopted SSAPs included transition guidance that expired after 10 years, and this agenda item intends to remove that expired transition guidance from SSAP No. 92 and SSAP No. 102. 

I. INT 23-02

Bruggeman directed the Working Group to INT 23-02: Third Quarter 2023 Inflation Reduction Act – Corporate Alternative Minimum Tax. Marcotte stated that this proposed new interpretation, INT 23-02: Third Quarter 2023 Corporate Alternative Minimum Tax is to provide temporary guidance for third quarter 2023 reporting for the corporate alternative minimum tax (CAMT). The Working Group has previously adopted INT 22-02: Third Quarter 2022 through Second Quarter 2023 Reporting of the Inflation Reduction Act – Corporate Alternative Minimum Tax, which requires disclosure if the reporting entity is an applicable entity but does not require accrual of CAMT payable amounts, noting that a reasonable estimate is not possible. The Inflation Reduction Act was passed in August 2022, and it provides that the CAMT is effective beginning with the 2023 tax year. The proposed INT recommends that for third-quarter 2023, reporting entities should disclose whatever information is available regarding their applicable reporting entity status. If the reporting entity is able to make a reasonable estimate regarding the CAMT 2023 liabilities, such an estimate should be disclosed for third-quarter 2023. If a reasonable estimate is not possible because of pending material information, the fact that a reasonable estimate is not feasible should be disclosed. This agenda item is proposed to be exposed with a comment deadline of Sept.12. Marcotte stated that because INT 23-02 creates overrides of existing SSAP and annual statement instructions, the policy statement would require a two-thirds super majority vote of the Working Group present and voting to adopt.

J. Agenda Item 2023-22

Bruggeman directed the Working Group to agenda item 2023-22: Actuarial Guideline 51 and Appendix A-010 Interaction. Marcotte stated that this agenda item addresses the Feb. 23 request from the Financial Reporting and Solvency Committee of the Health Practice Council to the Long-Term Care Actuarial (B) Working Group of the American Academy of Actuaries, and to the Statutory Accounting Principles (E) Working Group requesting clarifications regarding some observed diversity in practice across issuers of long-term care insurance (LTCI) with regard to how the guidance in Actuarial Guideline LI—The Application of Asset Adequacy Testing to Long Term Care Insurance Reserves (AG 51), specifically Section 4.C, on determining when additional reserves may be necessary interacts with existing guidance on accident and health insurance reserve adequacy in SSAP No. 54R—Individual and Group Accident and Health Contracts, and Appendix A-010, Minimum Reserve Standards for Individual and Group Accident and Health Insurance Contracts. The Academy referenced a survey that provided examples of the diversity of practices that have been observed. The fundamental question is regarding whether gross premium valuation only, cash-flow testing only, or both cash-flow testing and gross premium valuation are required. Marcotte recommended the Working Group add this agenda item to the maintenance agenda classified as an SAP clarification and expose clarifying revisions and an illustration to SSAP No. 54 to clarify that gross premium valuation under Appendix A-010 and cash-flow testing under AG 51 are both required if indicated. In addition, Marcotte recommended providing notice of the exposure to the Long-Term Care Actuarial (B) Working Group and the Valuation Analysis (E) Working Group.

5. Discussed Other Matters

A. Review of U.S. GAAP Exposures

Marcotte identified two GAAP exposures with comment deadlines from July to August that are recommended for review by the Working Group in the normal maintenance process (Attachment One-W).

B. Comment Deadline

Marcotte stated that the comment deadline for exposures is Sept. 29 for all exposures except INT 23-02 (CAMT third quarter), INT 23-03 (CAMT year-end 2023); agenda item 2022-11: Collateral for Loans; and agenda item 2023-12: Residuals in SSAP No. 48 Investments, which have a comment deadline of Sept. 12.

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