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Requesting Company Name(s):

         Type of Change:  _____ New Field
SPARK, IPS




                      

   _____ Edit Change









  
   ___x_ Code List Add
Priority:   ____ Low (can wait until next release)
                                    

                    ____ Medium (Sooner than next release)                 __x_ High (Immediate action)

When do you internally plan to implement this change? __May, 2022_______________
When do you plan to test this change? ___April, 2022___________________
Line of Business (mark all that apply):
_x_ Annuity   __ Life   __ Retirement   __ LTC 

Other (write-in) ___________________

Application:  

_____ ACATS/IPS                                           
_____ Financial Activity Reporting (FAR)
 
_____ Access Platforms 



_____ InForce Transactions (IFT)* 

_____ Asset Pricing (AAP) 



_____ InForce Web Transactions (IFW)*
_____ Applications/Sub Pay (APP/SUB)

_____ Licensing & Appointments (LNA)*
_____ Attachments (ATT)*



___x_ Positions and Valuations (POV)
_____ Commissions (COM)



_____ Positions for Retirement (PRP)
_____ Commission Schedule Transmittal (CST)*
_____ Producer Management Portal (PMP)

_____ Fee & Expense Transmittal (FET)*

_____ Settlement Processing (STL)

*For ATT, IFT, LNA and Insurance Profile please check the Access box if you want changes to be made to that platform as well.


1)  Overall Scope of the Enhancement (should include the Business Reason for the change):

Fund/Underlying Security Types (item # 3118) on Positions and Valuations (POV) currently has choices for (FIX, VAR, MMT, IDX, and IDB, IDF).

For an Index Strategy underlying asset, we have IDX (Fixed Indexed, no downside), and for a strategy where there is downside potential, we have a choice between IDB (Indexed, downside protected by Buffer) and IDF (Indexed, downside protected by Floor).  Besides these two #3118 Codes none of the others indicate the method of calculation (just as the security type does not specify what the Upside potential is (e.g. CAP, Participation)).  Additionally, there other methods that can be implemented to provide downside protection, (e.g., some products offer an Indexed Fund with a Downside Participation Rate) and we do not want to add new security types for ‘indexed with downside participation’ and all future scenarios of potential downside.  

To resolve this inconsistency in the IDB and IDF Security Type codes we have two options: 
1. Remove/deprecate IDB and IDF.  Only use IDX for an Indexed Strategy.  The user of the file can tell what type of Index Strategy this is by reviewing the Rate Types (e.g., upside CAP or Trigger; downside floor, buffer, or participation).
2. Remove/deprecate IDB and IDF.  Add code IDD for an Indexed Strategy with downside.

2) Recommended Record Layout Changes:

Two options to fix this:

1) Remove IDB & IDF from #3118
2) Add code “IDD” “Index – Downside potential” to code list 3118.
(later deprecate IDB and IDF once IDD has been adopted)
3)  Business Scenario – (Used to determine Best Practices)

If the result is to add another Security Type code, then it would be used for all Indexed Funds that can lose value.
4)  Standard Usage – (Should include specific field/code usage)

Option 1:  Use IDX for all Indexed Strategies.
Option 2: Any Indexed Fund that can lose value should be specified as “IDD”.

Please note:  any Indexed Fund that has a zero floor, cannot lose value, should be specified as “IDX”.
5)  Status Update:  

3/1/2022:   Enhancement was approved.   The code IDD will be added to allow the carriers to identify the ‘fund’ has downside protection.   The following question was asked of the distributors to determine if there is a need to identify the index strategy or if they group all index types into a single group for performance reporting.  Not a lot of responses.  Therefore we will add the code and allow the data consumer to drive their reporting of the security type on their side.

02/01/2022:  Enhancement on hold.  Need to understand if the distributor uses of the Security Type to ‘group’ and identify underlying funds for performance purposes.  Do we need to define upside/downside or simply index strategy?   Distributors need to research and report back to DTCC, so we can speak more about on next month’s call.
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