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Issue: New C-2 Mortality Risk Note 

Check (applicable entity):
	P/C	Life	Health
[bookmark: Check1]Modification of Existing SSAP		|X|		|X|		|X|
New Issue or SSAP			|_|		|_|		|_|
Interpretation				|_|		|_|		|_|

Description of Issue:
The Life Risk-Based Capital (E) Working Group is working on a project to modify its C-2 mortality risk charges.  The Working Group, in cooperation with the C-2 Mortality Work Group of the American Academy of Actuaries, developed structural updates to the life risk-based capital (RBC) treatment of group permanent life and miscellaneous other instruction updates. The proposal assigns the same factors to group permanent life as individual permanent life for policies with and without pricing flexibility.

A new financial statement note will provide the development of net amounts at risk in the categories needed for the Life C-2 mortality risk charges. These categories are designed to create a direct link to a financial statement source, and accompanying Life RBC C-2 mortality risk updates. 

As the notes to the financial statements are maintained by the Statutory Accounting Principles (E) Working Group, this agenda item is to add the requirement for the new proposed note into the Accounting Practices and Procedures Manual. An annual statement blanks proposal is being simultaneously exposed as the Life Risk-Based Capital (E) Working Group, has requested year-end 2023 as the effective date for the note. 

Existing Authoritative Literature: 

· [bookmark: _Hlk126929687]SSAP No. 51R—Life Contracts, contains the notes for life insurance products. 
· SSAP No. 59—Credit Life and Accident and Health Insurance Contracts contains the notes for credit life insurance products.
· SSAP No. 61R—Life, Deposit-Type and Accident and Health Reinsurance contains the notes for life and health reinsurance. 

Activity to Date (issues previously addressed by the Working Group, Emerging Accounting Issues (E) Working Group, SEC, FASB, other State Departments of Insurance or other NAIC groups): None.

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

Convergence with International Financial Reporting Standards (IFRS): Not applicable. 

Staff Review Completed by: Robin Marcotte – NAIC Staff

Staff Recommendation: 
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and expose revisions to SSAP No. 51R, SSAP No. 59 and SSAP No. 61R as illustrated below, with a proposed effective date of year end 2023. The Blanks (E) Working Group proposal 2023-09BWG, which illustrates the data to be captured in tables, is being simultaneously exposed to allow for a year end 2023 effective date.


Proposed revisions to SSAP No. 51R—Life Contracts (Drafting notes are for ease of review and will be removed from the final publication):

54. Disclose for life insurance net amount at risk for the following: 1) gross of reinsurance, plus 2) assumed reinsurance, 3) less ceded reinsurance, will provide 4) net of reinsurance amounts by product characteristics, separately for individual and industrial life as described below. Note that these amounts are intended for data capture using the tables and detailed line references in the annual statement instructions.

a. Individual and industrial life -Within individual and industrial life, the categories are by contract type depending on the degree of pricing flexibility. Pricing Flexibility is defined as the ability to materially adjust rates on in force contracts through changing premiums and/or non-guaranteed elements as of the valuation date and within the next 5 policy years and reflecting typical business practices. The individual and industrial life product categories are as follows:

i. Total individual and industrial life. Paragraph 54.a.i total individual and industrial life amounts are then disaggregated to disclose the following information in more detail. Note that the totals of paragraph 54.a.i (a)-(c) should be equal to the sum of total individual and industrial life total in paragraph 54.a.i.
(a.) Individual and industrial life policies with pricing flexibility;
(b.) Individual and industrial term life policies without pricing flexibility;
(c.) Individual and industrial permanent life policies without pricing flexibility;
b. For the individual and industrial life products in paragraph 54.a., provide the following details:

i. Life in Force - Exhibit of Life Insurance Amount of Insurance for Industrial and Ordinary Life - life insurance in-force end of the year and reinsurance ceded end of the year. (Drafting note: Lines 21 and 22);
ii. Exhibit 5 Life Reserves - Exhibit 5 for Industrial and Ordinary Life - gross total plus reinsurance ceded. (Drafting note: Lines 0199997 and 0199998)
iii. Separate Account Life Reserves – Separate Accounts, Exhibit 3 - Aggregate Reserve of Life, Annuity and Accident and Health Contracts, Column 3 - Ordinary, life insurance total line. (Drafting note: Line 0199999)
iv. Modified Coinsurance Life Reserves – The portion of modified coinsurance life reserves which relates to policy reserves that, if written on a direct basis would be included on Exhibit 5. For Assumed (column 2) the portion of the modified coinsurance life reserves would be from Schedule S, Part 1, Section 1, Reinsurance Assumed (Life Insurance, Annuities and Deposit Funds and Other Liabilities), Column 12 - Modified Coinsurance Reserve. For the ceded, the portion of the modified coinsurance life reserve would be from Schedule S, Part 3, Section 1, Reinsurance Ceded (Life Insurance, Annuities and Deposit Funds and Other liabilities), and column 14 Modified Coinsurance Reserve.
v. The total of the above life reserves in paragraph 54.b.ii., plus paragraph 54.b.iii. plus paragraph 54.b.iv.;
vi. Life net amount at risk paragraph 54.b.i. minus paragraph 54.b.v. 

Proposed revisions to SSAP No. 59—Credit Life and Accident and Health Insurance Contracts (Drafting notes are for ease of review and will be removed from the final publication):

20. Disclose for credit life insurance net amount at risk for the following: 1) gross of reinsurance, plus 2) assumed reinsurance, 3) less ceded reinsurance, will provide 4) net of reinsurance amounts by credit life product characteristics, separately as described below. Note that these amounts are intended for data capture using the tables and detailed line references in the annual statement instructions. Amounts for Servicemen’s Group Life Insurance (SGLI) or Federal Employees’ Group Life Insurance (FEGLI) are excluded from the disclosures in this paragraph.

a. Group and Individual Credit Life (excluding FEGLI/SGLI) - Within group and individual credit life, the categories are by the remaining length of the premium rate term by group contract and on the degree of pricing flexibility. Pricing flexibility is defined as the ability to materially adjust rates on in force contracts through changing premiums and/or non-guaranteed elements as of the valuation date and within the next 5 policy years and reflecting typical business practices. 

i. Total group and individual credit life (excluding FEGLI/SGLI) - Paragraph 20.a.i total group and individual credit life (excluding FEGLI and SGLI) amounts are then disaggregated to disclose the following information in more detail. Note that the totals of paragraph 20.a.i (a)-(d) should be equal to the sum of total individual and industrial life total in paragraph 20.a.i.
(a.) Group and individual credit term life (excluding FEGLI/SGLI) with remaining rate terms 36 months and under.
(b.) Group and individual credit term life (excluding FEGLI/SGLI) with remaining rate terms over 36 months.
(c.) Group and individual credit permanent life policies (excluding FEGLI/SGLI) with pricing flexibility.
(d.) Group and individual credit permanent life policies (excluding FEGLI/SGLI) without pricing flexibility.
b. For the group and individual credit life products in paragraph 20.a., provide the following details (excluding amounts for FEGLI/SGLI):

i. Life in force - Exhibit of Life Insurance Amount of Insurance for group and individual credit life, life insurance inforce end of the year and reinsurance ceded end of the year. (Drafting note: Lines 21 and 22)
ii. Exhibit 5 Life Reserves - Exhibit 5 for group and individual credit life - gross total plus reinsurance ceded. (Drafting note: Lines 0199997 and 0199998)
iii. Separate Account Life Reserves – Separate Accounts, Exhibit 3 - Aggregate Reserve of Life, Annuity and Accident and Health Contracts, Column 4 Group, life insurance totals line. (Drafting note: Line 0199999)
iv. Modified Coinsurance Life Reserves – The portion of modified coinsurance life reserves which relates to policy reserves that, if written on a direct basis would be included on Exhibit 5. For Assumed (column 2 below) the portion of the modified coinsurance life reserves would be from Schedule S, Part 1, Section 1, Reinsurance Assumed (Life Insurance, Annuities and Deposit Funds and Other Liabilities), Column 12 - Modified Coinsurance Reserve. For the Ceded, the portion of the modified coinsurance life reserve would be from Schedule S, Part 3, Section 1, Reinsurance Ceded (Life Insurance, Annuities and Deposit Funds and Other liabilities), Column 14 Modified Coinsurance Reserve.
v. The total of the above life reserves in paragraph 20.b. ii., plus paragraph 20. b.iii., plus paragraph 20.b.iv.
vi. Life net amount at risk - paragraph 20.b.i. minus paragraph 20.b.v. 

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

85. The disclosures regarding the life net amount at risk for individual and industrial life and group and individual credit life which include information regarding modified coinsurance reserves in SSAP No. 51R, paragraph 54 and SSAP No. 59, paragraph 20 are required in the categories and detail specified in those statements. Note that these amounts are intended for data capture using the tables and detailed line references in the annual statement instructions.

[bookmark: _Hlk127372692][bookmark: _Hlk127372630]Status:
On March 22, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active listing, categorized as a SAP clarification, and exposed revisions to SSAP No. 51R, SSAP No. 59 and SSAP No. 61R, providing new disclosures, which provides net amount at risk detail needed to support updates to the life risk-based capital (RBC) C-2 mortality risk charges.

On May 16, 2023, the Statutory Accounting Principles (E) Working Group deferred this item and referred the comments received to the Life Risk Based Capital (E) Working Group. 

The prior blanks proposal of 2023-09BWG was withdrawn at the November 7, Blanks (E) Working Group meeting. It was replaced by 2023-15BWG which was developed with the input from industry and Life Risk-Based Capital (E) Working Group staff. The replacement proposal 2023-15BWG, was exposed on November 7, recommends a general interrogatory instead of an annual statement note.  For the December 1, 2023, meeting NAIC staff recommend moving this agenda item to the disposed listing without statutory revisions.

https://naiconline.sharepoint.com/teams/FRSStatutoryAccounting/National Meetings/A. National Meeting Materials/2023/12-1-23 Fall National Meeting/Meeting/I - 23-03 - C-2 Mortality risk note.docx

© 2019 National Association of Insurance Commissioners	1
© 2023 National Association of Insurance Commissioners	2
