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INT 23-03 Dates Discussed
August 13, 2023

INT 23-03 References
Current:
SSAP No. 4—Assets and Nonadmitted Assets
SSAP No. 9— Subsequent Events
SSAP No. 101—Income Taxes

INT 23-03 Issue
Key Provisions of the Inflation Reduction Act

The Inflation Reduction Act (Act) was enacted on August 16, 2022, and included a new corporate alternative minimum tax (CAMT). The Act and the CAMT go into effect for tax years beginning after 2022. Reporting entities shall refer to the Act and the resulting regulations and other tax guidance to determine application, but a high-level summary of CAMT is below. 

a. The CAMT is 15% of the corporation’s “adjusted financial statement income” for the tax year, reduced by corporate alternative minimum foreign tax credit. 

b. The CAMT differs from the previous traditional alternative minimum tax (AMT) that applied under pre-2018 tax law in that it starts at a financial statement measure (book income) – not an Internal Revenue Code tax calculation. Adjusted financial statement income does not include other comprehensive income including unrealized gains and losses on available for sale securities. The determination of whether the CAMT applies is made on a tax-controlled group basis (scope determination), the tentative CAMT is based on the group’s adjusted financial statement income (not adjusted regular taxable income), and any tax due (liability determination) is based on a comparison of consolidated tentative CAMT to consolidated regular tax. 

c. The CAMT applies only to corporations (determined on a tax-controlled group basis as defined for federal income tax purposes, this could include standalone unaffiliated entities which meet the specified income thresholds - see paragraph 3) with average annual adjusted financial statement income in excess of $1 billion for three prior taxable years. The threshold is reduced to $100 million in the case of certain foreign-owned corporations. A corporation that meets the applicable threshold is an “applicable corporation.” Applicable corporations generally remain applicable corporations for subsequent taxable years unless certain limited exceptions apply. Applicable corporation status means that CAMT must be tentatively determined and compared to regular tax liability. 

d. [bookmark: _Hlk113375544][bookmark: _bookmark3]A corporation's adjusted financial statement income is the amount of net income or loss the corporation reports on its applicable financial statement. The income is adjusted for various purposes including certain adjustments in the case of consolidated returns or for foreign income. 

e. The Act includes references to the tax codes which provides a hierarchy for determining the “applicable financial statement.” At a high level, the first choice is U.S. generally accepted accounting principles (GAAP) financial statements; the second choice is international financial reporting standards (IFRS) financial statements. If GAAP and IFRS financial statements are not available, the financial statements filed by the taxpayer with any other regulatory or government body are acceptable. If the taxpayer is part of a tax-controlled group of corporations, the group’s applicable financial statement is the applicable financial statement for each member of the group.

f. To determine its U.S. federal income tax liability, an applicable corporation will need to compute taxes under both systems—the regular tax system and the CAMT system. The CAMT is payable to the extent the tentative CAMT exceeds the sum of the regular corporate income tax plus base erosion and anti-abuse tax (BEAT) liability. 

g. Any CAMT paid is available indefinitely as a credit carryover that could reduce future regular tax in future years when the regular tax liability is in excess of CAMT tax liability. That is, the CAMT tax credit can be used to reduce the regular tax but not below CAMT liability. 

h. A foreign tax credit (FTC) will reduce the tentative minimum CAMT. Note that unused FTCs can be carried forward for 5 years. General business credits can generally be offset up to 75% of regular and minimum tax.

This interpretation is focused on addressing accounting and reporting aspects of the CAMT. As most reporting entities will not be above the applicable corporation threshold and will not be subject to the CAMT calculation, this guidance has been developed as an interpretation. While most insurers will not be applicable corporations, this interpretation provides comprehensive statutory accounting guidance for all reporting entities with respect to the CAMT. This interpretation incorporates a principles-based approach for purposes of statutory accounting for the CAMT.

Although it is likely that most insurers that are applicable corporations will be members of a tax-controlled group of corporations and included in a consolidated federal income tax return with other members of the group, this interpretation applies to all reporting entities subject to the CAMT, whether an unaffiliated corporation[footnoteRef:2] that files a separate tax return, a member of a tax-controlled group not included in the common parent company’s consolidated tax return that files a separate company tax return or a separate consolidated tax return with other members of the group, or as a member of the common parent’s consolidated return group.   [2:  As used herein, an “unaffiliated” corporation is one that is not a member of a tax-controlled group.] 


For reporting entities that are included in a consolidated tax return, the fundamental statutory tax accounting issue for the CAMT is how to reflect in the reporting entity’s separate company financial statements a portion of what is essentially an add-on tax for a consolidated tax return group that is based on the group’s financial statement income and group tax rate.  Even if a member of a tax-controlled group of corporations files its own separate federal income tax return, the tax law does not provide for a separate company scope determination, but rather looks to the tax-controlled group for applicable corporation status and determination of the applicable financial statement. 
INT 23-03 Discussion
The discussion along with the Statutory Accounting Principles (E) Working Group tentative consensuses are included below.

Categories of Reporting Entities

In an annual determination of applicable corporation status, all reporting entities are separated into one of the following categories: 

a. Nonapplicable reporting entities
b. Applicable reporting entities
c. Applicable reporting entities with tax sharing agreement (TSA) exclusions

Nonapplicable Reporting Entities 

 Nonapplicable reporting entities are reporting entities that do not reasonably expect to be an applicable corporation either as a member of a tax-controlled group of corporations[footnoteRef:3] or individually as an unaffiliated corporation, for the taxable year that includes the current reporting period. Nonapplicable reporting entities are not required to calculate or recognize a payable for CAMT. If a reporting entity is not subject to pay CAMT, then they will have no CAMT credit carryforward. If aFor nonapplicable reporting entitiesy, further assessment of the CAMT is not required for current or deferred tax computations, and the remaining accounting components of the interpretation do not apply. Applicable disclosures are required.  [3:  A reporting entity that is a member of a tax-controlled group that does not reasonably expect to be applicable corporation on a group basis is not required to make a separate company determination as the CAMT is determined on a group basis. ] 


A reporting entity that was an applicable corporation for the preceding taxable year shall reasonably expect to be an applicable corporation for the current taxable year, unless one of the tax law exceptions to continued applicable corporation status applies. 

Applicable Reporting Entities 

 Applicable reporting entities are reporting entities that reasonably expect to be applicable corporations for the taxable year that includes the current reporting period, either individually as an unaffiliated corporation or as a member of a tax-controlled group of corporations[footnoteRef:4]. Applicable reporting entities are required to consider CAMT in current and deferred tax computations in the manner set forth in this interpretation.  [4:  Determination of applicable reporting entity within a tax-controlled group is subject to the tax law. A reporting entity within a tax-controlled group is captured with the group’s applicable corporation status regardless of if they were excluded from the consolidated tax return and filed their own separate return. For example, if the reporting entity is a life insurance company and i) the group has not made a “life-nonlife” consolidated return election, or ii) the reporting entity has been recently acquired and is excluded from the life-nonlife consolidated return for a period of 5 years.] 


Because CAMT is not payable by an applicable corporation unless it is in excess of regular tax liability, the CAMT calculations for applicable reporting entities within this interpretation may or may not result in different current and deferred income taxes than if the CAMT was not taken into account. (Applicable reporting entities with TSA exclusions that meet the requirements of paragraph 11 of this interpretation shall follow the guidance in paragraph 12 of this interpretation.)
 
Applicable Reporting Entities with TSA Exclusions 

Applicable reporting entities with TSA exclusions are reporting entities that qualify as an applicable corporation as a member of a tax-controlled group of corporations pursuant to paragraphs 9 and 10 of this interpretation, and is a party to a TSA that is in effect for the reporting period that has all of the following terms:

a. The reporting entity is excluded from charges for any portion of the group’s CAMT, and

b. The reporting entity is not allocated any portion of the group’s CAMT credit carryover.

c. [bookmark: _Hlk139624526]The reporting entity reasonably expects or has knowledge that the parties liable for the CAMT payables under the TSA are meeting their obligations. 

Reporting entities with TSA CAMT exclusions which qualify under paragraph 11 of this interpretation, are not required to calculate, or recognize CAMT in their current or deferred tax computations. Even with the TSA exclusions, the guidance for joint and several liabilities pursuant to SSAP No. 5, paragraph 5 continues to apply. This guidance requires the reporting entity to recognize the amount the reporting entity has agreed to pay with the agreements of their co-obligors and any additional amount the reporting entity expects to pay on behalf of its co-obligors. 

NAIC Staff Note: NAIC staff do not believe it is possible for an insurer to completely remove themselves from the joint and several tax liability under the tax law. There is guidance in SSAP No. 5, paragraph 5, that addresses joint and several liabilities. Under that guidance, reporting entities are required to measure and report the liability as the sum of 1) the amount the reporting entity agrees to pay on the basis of agreements among co-obligors and 2) any additional amount the reporting entity expects to pay on behalf of its co-obligors.  

Accounting for Applicable Reporting Entities

Impact of Tax Allocation Agreements 
This interpretation is based on the principle that the statutory accounting for the CAMT for reporting entities included in a consolidated tax return should be matched to the CAMT charges expected to be paid by the reporting entity and the corresponding CAMT credits expected to be received by the reporting entity. For such reporting entities, this interpretation applies the provisions of the intercompany tax allocation agreement[footnoteRef:5] (also referred to as a tax sharing agreement or TSA) that governs allocation of consolidated taxes to individual members of the group. [5:  SSAP No. 101, paragraphs 16 and 17 provide requirements for tax allocation agreement recognition. Tax allocation agreements are also subject to internal revenue service requirements and are subject to domiciliary regulator review under the Insurance Holding Company System Regulatory Act (Model #440), which also requires that the terms of intercompany agreements be fair and reasonable. In assessing fair and reasonable, state insurance regulators are encouraged to assess the terms of the TSA for allocations to the insurance reporting entity for both CAMT payables and CAMT credit carryforwards.

] 

SSAP No. 101, paragraph 16 provides that in the case of a reporting entity that files a consolidated income tax return with one or more affiliates, income tax transactions between the affiliated parties shall be recognized if such transactions are economic transactions as defined in SSAP No. 25; are pursuant to a written TSA; and income taxes incurred are accounted for in a manner consistent with the principles of FAS 109 (the predecessor of what is now ASC 740), as modified by SSAP No. 101.
For a reporting entity that is included in a consolidated tax return and is subject to a qualifying TSA which is , consistent with paragraphs 16 and 17 of SSAP No. 101, the amount of CAMT payable (expense) or CAMT tax credit carryforward is recognized in accordance with the TSA. 
	NAIC Staff Note: NAIC staff is aware that reporting entities plan to enter into updated TSA agreements based on the results of the guidance from this INT. 
Recognition of CAMT Payable

Reporting entities that are applicable corporations, excluding those captured as having qualifying TSA exclusions per paragraph 11 of this interpretation, are required to take CAMT payable into account in the calculation of current income tax expense pursuant to SSAP No. 101. Reporting entities shall accrue the CAMT owed, reflecting the amount owed as a as an individual unaffiliated entityseparate return filer or in accordance with the amount allocated through the tax-controlled group’s tax sharing agreement pursuant to paragraph 15 of this INT.
Consistent with SSAP No. 101, paragraph 8, changes in DTAs and DTLs, including changes attributable to changes in tax rates and changes in tax status, if any, shall be recognized as a separate component of gains and losses in unassigned funds (surplus) as “change in net deferred income tax,” excluding any change reflected in unrealized capital gains.
Paragraph 8.3 of SSAP No. 101 Exhibit A – Implementation Questions and Answers (Q&A) is not applicable to reporting entities subject to CAMT through a tax-controlled group structure. This exclusion is provided due to the consolidated nature of the CAMT calculation. Any theoretical separate entity calculation of the CAMT liability may be unrelated to the actual consolidated tax return computations and to the TSA allocation of liability. 

Recognition of CAMT Deferred Tax Asset (Future Tax Credit)

Reporting entities shall initially recognize a corresponding DTA which represents the indefinite tax credit carryover when earnedequal and offsetting to the current CAMT accrued. The CAMT tax credit can be used to reduce regular tax in future years when the regular tax liability is in excess of the CAMT tax liability as permitted under the tax law. 

Impact of CAMT to the Statutory Valuation Allowance 

 SSAP No. 101—Income Taxes, paragraph 7.e. requires the statutory valuation allowance adjustment as a direct reduction in the gross DTA if, based on the weight of available evidence, it is more likely than not that some or all of the gross DTAs will not be realized. Gross DTA less the statutory valuation allowance results in adjusted gross DTAs. The statutory valuation allowance adjustment is not reported as a separate line in the statutory financial statements (it is an off-balance sheet item that reduces the gross DTAs). The statutory valuation allowance is disclosed. 
 
The determination of a statutory valuation allowance[footnoteRef:6] for CAMT credit carryforwards depends on whether the reporting entity is part of a tax-controlled group or a stand-alone unaffiliated corporationconsolidated tax return group or a separate tax return filer:  [6:  Although reporting entities may conclude that the indefinite CAMT more likely than not will ultimately be realized, reporting entities will not be able to utilize the tax credit until the reporting entity if a separate tax return filer, or the tax consolidated group of corporations if the reporting entity is a member of such group , are no longer CAMT payors and have sufficient tax liability that permits the group the ability to use the CAMT tax credits. 
] 


a. Tax-ControlledConsolidated Tax Return Group: A reporting entity that is an applicable entity through a tax-controlledand a member of consolidated tax return group shall utilize the statutory valuation assessment for the CAMT credit carryforward completed at the g consolidated tax return group entity level. A reporting entity is not required to adjust the group statutory valuation allowance for CAMT credit carryforwards[footnoteRef:7] . Rather, the group determined statutory valuation allowance and the resulting credit carryforward deemed to be more likely than not to be realized, is permitted to be allocated to the reporting entity and reflected as an “CAMT adjusted gross DTA.” The reporting entity shall continue to have a separate statutory valuation allowance calculation for non-CAMT DTAs as required under SSAP No. 101. The combination of the CAMT adjusted gross DTA (as received from the group) and the adjusted gross DTAs from non-CAMT DTAs shall equal the total adjusted gross DTAs reviewed for admittance within the scope of this interpretation.  [7: 
] 


b. Separate Tax Return FilerStand Alone Unaffiliated Corporation: A reporting entity that is an applicable entity and files a separate tax returnas a standalone unaffiliated corporation, is required to complete a statutory valuation allowance for all deferred tax assets, including CAMT credit carryforwards, in determining their total adjusted gross DTAs. (The CAMT DTA can be assessed separately from non-CAMT DTAs in determining whether the DTA is more likely than not to be realized.) The total adjusted gross DTAs are then reviewed for admittance within the scope of this interpretation.

A reporting entity is allowed an accounting policy election to either consider or disregard CAMT when evaluating the need for a valuation allowance for its regular tax DTAs.[footnoteRef:8]  The accounting policy election applies for valuation allowance purposes only – that is, in the determination of adjusted gross DTAs other than CAMT-related DTAs. This accounting policy election cannot be used to avoid a valuation allowance analysis for CAMT credit carryforward DTAs. The accounting policy election must be disclosed in the notes to the financial statements and applied consistently in subsequent reporting periods.  [8:  ASC 740 does not specifically address whether future years’ CAMT should be anticipated in a valuation allowance assessment for regular tax DTAs. Accordingly, an accounting policy election is allowed for GAAP purposes as to whether to consider or disregard CAMT when evaluating the need for a valuation allowance for regular tax DTAs.] 


Admissibility 

Admittance - Implications of Group Tax Assessment (Related Parties) 

For reporting entities that are applicable corporations as they are a member of a tax-controlled group of corporations, the reporting entity may be subject to the CAMT, or be hindered from utilizing the CAMT tax credit, through the actions of their tax-controlled group related parties. (As noted in footnote 5, although a reporting entity may have earned an indefinite tax credit through payment of CAMT, the reporting entity is not eligible to utilize that tax credit until the tax-controlled group has sufficient tax liability that allows the members of the group to utilize their tax credit. This means that on a group basis they are no longer CAMT payors.) SSAP No. 4 requires assets that are restricted by the action of a related party to be nonadmitted assets. 
[bookmark: _Hlk113518439]SSAP No. 4, Footnote 2: If assets of an insurance entity are pledged or otherwise restricted by the action of a related party, the assets are not under the exclusive control of the insurance entity and are not available to satisfy policyholder obligations due to these encumbrances or other third-party interests. Thus, pursuant to paragraph 2, such assets shall not be recognized as an admitted asset on the balance sheet. Additional guidance for assets pledged as collateral is included in INT 01-31.
A key focus of this interpretation is the admittance of the deferred tax assets (future tax credits) earned from the payment of the CAMT. However, it is recognized that under the existing statutory accounting guidance in SSAP No. 4 a reporting entity recognizing CAMT tax credits would not be permitted to admit those assets if part of a tax-controlled group as the ability to receive those credits is explicitly linked to the actions of other entities within the group. If the group on a collective basis does not incur enough tax to allow utilization of the tax credits, then the reporting entity cannot use the tax credits as a reduction of tax liability, regardless of the income or tax paid by the reporting entity. This aspect is not impacted by the tax sharing agreement. Although the tax sharing agreement may specify how the CAMT tax credits will be allocated among the group, such tax credits allocated to the reporting entity can only be realized when the group qualifies for the credit. 
For the CAMT deferred tax assets allocated to the reporting entity to be permitted as admitted assets, this interpretation provides an exception to the guidance in SSAP No. 4, footnote 2, recognizing that the impact to ultimately utilize the allocated tax credits is dependent on the actions of the other parties within the group. 
Admittance – Adjusted Gross DTAs

The guidance in SSAP No. 101 allows admittance of adjusted gross DTAs (gross DTAs reduced by the statutory valuation allowance) pursuant to a three-component calculation, for which the second step limits admittance of adjusted gross DTAs to those that are expected to be realized in a timeframe that does not exceed three years. The actual number of years to realization permitted depends on specifics for each reporting entity (type and other information about the reporting entity), but the maximum timeframe is three years. The last step (SSAP No. 101, paragraph 11.c.) admits DTAs which can be offset by DTLs. 

Due to the following aspects regarding the CAMT tax credits, specific admittance guidance for the CAMT tax credit DTAs has been established: 

a. The CAMT tax credit is an indefinite tax credit carryforward, which can only be used when the reporting entity has sufficient tax liability that permits its use. As long as the reporting entity is a CAMT payor or is part of a tax-controlled consolidated group that is a CAMT payor, the reporting entity cannot utilize the tax credit. 

b. The ability to utilize the CAMT tax credit is contingent on the actions and tax paying behaviors of the tax-controlled group. Although the reporting entity may be paying sufficient tax above the CAMT threshold, if other parties within the group do not act in a similar manner, putting the group below the CAMT threshold, then the CAMT tax credit cannot be utilized by the reporting entity. 

With these noted limitations in utilization of the earned tax credits, reporting entities are only permitted to include admit CAMT tax credits as part of the SSAP No. 101, 11b calculation (realization threshold table) if the reporting entity tax projections (if a separate tax return filer) or projections of the tax-consolidated group (if a member of such group) which includes group tax assessments) indicate that the CAMT tax credit will be realizable within the stated timeframes using the applicable  SSAP No. 101, paragraph 11 realization table thresholds. This means that the tax projections of the reporting entity, and of the tax-controlled group, will have sufficient tax liability that permits utilization of the CAMT tax credits. For example, a reporting entity with greater than 300% RBC can only include admit CAMT tax credits in the admittance calculation that are expected to be realized in three years. Reporting entities that have RBC between 200-300% can only include admit CAMT tax credits in the admittance calculation that are expected to be realized in two one years. If a reporting entity cannot project (either on its own if a separate return filer or at the group if a consolidated tax return group member) that the group will have sufficient tax liability that allows them to utilize the CAMT tax credit within the realizable timeframes for admittance, then the portion of all CAMT tax credits that cannot be utilized are required to be nonadmitted.  

CAMT tax credits included in the SSAP No. 101, paragraphs 11 and 11.b. calculation as they are expected to be realized within the applicable 2 1 or 3 year permitted timeframes indicated in SSAP No. 101 shall then be combined with non-CAMT adjusted gross deferred tax assets tax credits and admitted to the extent that the total DTAs admitted under paragraph 11.b. do not exceed the capital and surplus percentage limit for the company type.  All references to SSAP No. 101, paragraph 11b include the modifications in this Interpretation.

[bookmark: _Hlk139389714]Reporting entities shall use the Realization Threshold Limitations Tables in SSAP No. 101, paragraph 11.b. as applicable to the entity for determination of the admissibility of the CAMT credits for SSAP No. 101, paragraph 11.b. and its subparagraphs. The percentage limitations of capital and surplus of and the projected realization periods continue to apply to admitted adjusted gross DTAs, including the adjusted gross DTA for any CAMT credit carryforward.

[bookmark: _Hlk139450925][bookmark: _Hlk139448301]A reporting entity which meets or exceeds the top line of the applicable of the Realization Threshold Limitation Table (Ex. 3 years and 15%) is not required to take the CAMT into account in calculating the “with and without[footnoteRef:9]” tax liability for purposes of determining the amount expected to be realized under SSAP No. 101, paragraph 11. b. i. However, any admitted CAMT tax credits in this step must be realizable within the applicant time period specified in the applicable Realization Threshold Limitation Table (Ex, top line - 3 years). The post-valuation allowance adjusted gross DTA for any CAMT credit carryforward is admitted following the guidance in SSAP No. 101, paragraph 11.b.i. as modified by this Interpretation. The 15% limitation of capital and surplus which is provided in SSAP No. 101, paragraph 11. b. ii. continues to apply to admitted adjusted gross DTAs, including the adjusted gross DTA for any CAMT credit carryforward.  [9:  “With and without” is further described in SSAP No. 101. 
] 


A reporting entity which meets the second line of the applicable Realization Threshold Limitation Table (Ex. 2 1 years and 10%), the amount expected to be realized under SSAP No. 101, paragraph 11.b.i. within the applicable period determined under paragraph 11.b. is based on the reporting entity’s “with and without” regular tax liability reduced by CAMT, if any, reasonably expected to be incurred during the paragraph 11.b. applicable period.  In the case of a reporting entity included in a consolidated federal income tax return, the amount expected to be realized is reduced by the portion of the consolidated CAMT, if any, reasonably expected to be allocable to the reporting entity pursuant to the group’s TSA.  CAMT credit utilization during the applicable period is recognized based on the same principles, – that is, as an admitted DTA. The purpose of these computations is to account for CAMT in deferred taxes in the same manner as CAMT would be reflected in current taxes. 

NAIC Staff Note: The use of the realization threshold limitation tables is consistent with the treatment of other DTAs in SSAP No. 101, paragraph 11b (most entities will use 3 years 15%). NAIC staff suggest this is simpler than trying to argue new financial thresholds and realization periods. Overall, the SSAP No. 101 11b admissibility treatment proposed in this INT is the same as existing guidance. This INT allows an exception allowing entities over 300% ex DTA RBC (3 year 15%) to avoid doing “with and without” calculations which determine the impact of CAMT for use of “normal” DTA. This was requested by industry for the higher threshold entities, and we think it makes sense for these entities. 

 A reporting entity which meets or is below the third line of the applicable Realization Threshold Limitation Table (Ex. 0 years and 0%), is not permitted to admit either CAMT credit carryforwards or DTAs under SSAP No. 101, paragraph 11.b. 

[bookmark: _Hlk140229047]NAIC Staff Note: Working Group discussion at the Summer National Meeting is planned for which version of paragraph 34 to expose: 


Note -Yes, full paragraph 11c offset – Proposed to admit CAMT credits under paragraph 11c. This would treat the CAMT prepay similar to other DTAs. 

a. The adjusted gross DTA for any CAMT tax credit carryforward which does not qualify for admission under SSAP No. 101, paragraph 11. a.  or 11. b. is permitted to be recognized as an offset against applicable deferred tax liabilities (DTLs) in accordance with SSAP No. 101, paragraph 11.c. The reporting entity shall admit the remaining amount of adjusted gross DTAs, after application of paragraphs 11.a. and 11.b. that can be offset against existing gross DTLs. The reporting entity shall consider the character (i.e., ordinary versus capital) of the DTAs and DTLs such that offsetting would be permitted in the tax return under existing enacted federal income tax laws and regulations.

Note- No, paragraph 11c offset - Proposes not to admit any CAMT \ credits under paragraph 11c which is the third step of the DTA admissibility test. This is a departure from SSAP No. 101, paragraph 11c.:

b. The DTA for any CAMT tax credit carryforward which does not qualify for admission under SSAP No. 101, paragraph 11. a.  or 11. b. is not permitted to be recognized as an offset against applicable deferred tax liabilities (DTLs) in SSAP No. 101, paragraph 11.c. This restriction is consistent with the noted elements of CAMT tax credits and their restrictions on utilization. It is not permissible to reduce DTLs for a tax credit that the reporting is not eligible to use. 


Admittance - Projections 

Projections of CAMT liability, if any, (and CAMT credit utilization) during the applicable period involve forward-looking data, groupings, estimates and other adjustments for both the reporting entity and the group of which it is a member. The manner in which this is done shall be conducted in a reasonable and consistent manner. A reporting entity shall retain internal documentation to support these computations and the methodologies so employed. Modifications are permitted should events or circumstances change from a previous period – such as a change in materiality or administrative costs associated with the computations, or system changes that affect the level of detail available. Entities that make such modifications should be prepared to rationalize the changes. Disclosure of material modifications, and the general reason for such, should be made in the notes to the financial statements.[footnoteRef:10]  [10:  See paragraph 2.9 of the SSAP No. 101 Q&A for similar requirements in the context of grouping of assets and liabilities for measurement.] 


Admittance - Tax Planning Strategies 

SSAP No. 101 provides that tax-planning strategies are required to be considered in the valuation allowance analysis and may be considered in determining the admission of DTAs under SSAP No. 101, paragraph 11. For reporting entities as that are part of a consolidated tax return tax-controlled group, tax planning strategies impacting the CAMT are determined at a group level, as long as the tax planning strategies at the group level do not conflict with tax planning strategies at the reporting level and vice versa. For reporting entities that are unaffiliated corporationsseparate tax return filers, a reporting entity must consider tax-planning strategies in making the valuation allowance analysis required under this interpretation. 

Transition Guidance
Even though the CAMT was enacted in 2022 and generally became effective January 1, 2023, the requirements for statutory tax accounting for the CAMT have effectively been deferred by INT 22-02. This paragraph provides the applicable transition rules for year-end 2023 statutory accounting for requests for a timely-filed TSA amendment or a new TSA for the 2023 taxable year. 

a. Because the CAMT was newly enacted effective for 2023, TSAs in effect for periods prior to the 2023 taxable year include no explicit provisions relating to the CAMT. Thus, applicable reporting entities (with and without TSA exclusions) may need to amend TSAs to deal with the CAMT effective for the entire 2023 taxable year. A reporting entity would file a request for amendment to a TSA or a new TSA on Form D – Prior Notice of a Transaction as required under the Insurance Holding Company System Regulatory Act (Model #440) and the related regulation, (Model #450) with its applicable domiciliary regulator(s) and commercial domiciliary regulator(s).
b. Time is of the essence in both requesting and approving TSA amendments or a new TSA relating to the CAMT for the 2023 taxable year to be applicable to the 2023 reporting period. Accordingly, if, a reporting entity files the applicable Form D request(s) for TSA amendment or a new TSA prior to the end of 2023 to address the CAMT for 2023 and subsequent taxable years, and the domiciliary regulatory has confirmed that they have no objections to using the new TSA amendment or new TSA, while under review. The reporting entity shall be allowed to account for the TSA as applicable for the entire 2023 reporting period. 
NAIC staff note: Application of an unsigned agreement prior finalization and approval is inconsistent with statutory accounting contract boundary principles. In addition, we have concerns with providing any guidance which might be perceived as a limitation of the state authority. We have proposed language in paragraph 37b which explicitly defers to the will of the domiciliary state and also requires filing by year end. While we understand the industry’s desire for certainty, we don’t think it can be provided for an unapproved contract and would alternatively be supportive of deleting this section. 
c. If the final approved TSA differs in its treatment of the CAMT allocation from the TSA originally requested on the Form D, the difference shall be recorded as follows:
i. If Form D approval occurs subsequent to the balance sheet date, but before the issuance of the statutory financial statements and before the date the audited financial statements are issued, or available to be issued, such approval shall be considered a Type I subsequent event within the meaning of SSAP No. 9 – Subsequent Events. 

ii. If the Form D approval occurs after the period which defines a subsequent event in SSAP No. 9, the difference created by such approval shall be recognized and disclosed in the period in which the approval is given. 

d. The transition guidance in paragraph 37. does not apply to a reporting entity that does not file a Form D request for a CAMT-related TSA amendment or a new TSA within prior to the end of 2023.
Consistent with SSAP No. 3—Accounting Changes and Corrections of Errors, paragraph 4, initial application of this interpretation shall not be considered a change in accounting principle, but instead application of a new principle for the first time.

Disclosures

The reporting entity shall disclose whether it is a non-applicable reporting entity; an applicable reporting entity with TSA exceptions or an applicable reporting entity.

Additionally, the following disclosures shall be made in the notes to the financial statements of applicable reporting entities (which do not have TSA exclusions in accordance with paragraph 11 of this interpretation):

a. If the reporting entity has made an accounting policy election to either consider or disregard CAMT when evaluating the need for a valuation allowance for its regular tax DTAs described in paragraph 22 of this interpretation. 
b. Application of the Realization Threshold Limitations Tables for the CAMT described in paragraphs 31-33 of this interpretation.
c. Any disclosure of material modifications to projections is required by paragraph 35 of this interpretation.
Relevant disclosures required by SSAP No. 101 also apply including but not limited to, the following: 

a. The disclosure of the statutory valuation allowance as required by SSAP No. 101, paragraph 21. 
b. The disclosure of tax planning strategies is required by SSAP No. 101. In the disclosure required by SSAP No. 101, paragraph 28.b., a statement as to whether the reporting entity may be charged with a portion of CAMT incurred by the consolidated group (or credited with a portion of the consolidated group’s CAMT credit utilization). 
c. Inclusion of CAMT credit carryforwards, if any, in the disclosure required by SSAP No. 101, paragraph 26.a. regarding the origination dates and expiration of tax credit carry forwards. 
d. The impact of CAMT tax-planning strategies, if any, in the disclosure required by SSAP No. 101, paragraph 22. f. 
INT 23-03 Status 

The consensuses in this interpretation are effective beginning with year-end 2023 financial statements and periods thereafter.
Further discussion is planned.
NAIC Staff Note: Comments requested regarding whether to add references in SSAP No. 101 scope and / or disclosures section to this INT.  


Examples

Basic Facts Used in All Examples 

The reporting entity is a member of a tax-affiliated group of corporations that files consolidated federal income tax returns which reasonably expects to be an applicable corporation for 20X3. 
1. Reporting entity also has $200x of regular tax adjusted gross DTAs (i.e., has already reduced by any required valuation allowance of $40x). Of this $200x of which $150x reverses over the 3-year applicable period 20X4-20X6 and is expected to be realized. 
1. At the end of 20X3, reporting entity has a $50x CAMT credit carryover DTA (pursuant to the consolidated group's TSA, reporting entity was allocated a portion of the group's expected 20X3 current CAMT expense, which reporting entity included in its 20X3 current tax expense). 
1. The consolidated group of which the reporting entity is a member establishes a $20x valuation allowance against its $50x CAMT credit carryforward DTA, resulting in an adjusted gross DTA of $30x that is more likely than not to be realized. 

1. The reporting entity makes an accounting policy election to disregard CAMT when evaluating the need for a valuation allowance for its regular tax DTAs. 

1. Reporting entity’s capital and surplus for purposes of calculating the limitation under SSAP No. 101, paragraph 11.b. ii. is $2,000. Therefore, the 15% of surplus limitation is $300 (based on the top line of the applicable SSAP No. 101 paragraph 11.b. realization threshold limitation table), the 10% limitation is $200 (based on the second line of the applicable SSAP No. 101 paragraph 11.b. realization threshold limitation table).
1. For the purposes of these examples any DTA admittance under SSAP No. 101, paragraphs 11.a. and 11.c. is ignored.


[bookmark: _Hlk140142169]Example 1 – Applicable reporting entity meets or exceeds the top line of the relevant SSAP No. 101, paragraph 11.b. Realization Threshold Limitation table (Ex. 3 years, 15%).

The basic facts above apply with the following additional information: 
a. [bookmark: _Hlk140150522]For 20x3, the reporting entity exceeds the first line of the applicable realization threshold limitation in SSAP No. 101, paragraph 11.b. for use of a 3-year applicable period and the limitation of capital and surplus is 15%. Pursuant to paragraph 31 of this interpretation, the reporting entity would not have to take the CAMT into account in calculating the apply the “with and without” tax liability for purposes of determining the amount expected to be realized under SSAP No. 101, paragraph 11.b.i.calculation (from SSAP No. 101, paragraph 11.b.i.) for the determination of the impact of the CAMT on the realization of DTAs.  

b. The reporting entity has assessed and determined that the CAMT tax credit carry forward amounts after the valuation allowance of $30x is expected to be utilized in 20x4, 20x5 and 20x6. Thereby meeting redeemable within 3 years criteria in SSAP No. 101, paragraph 11b for entities which meet or exceed the top line of the applicable realization threshold limitation.

The reporting entity admits the $30x adjusted gross DTA for its portion of the allocated CAMT credit carryover expected to be utilized within three years and admits the $150x regular tax adjusted gross DTA after valuation allowance than can be utilized within three years of. Therefore, the admitted DTA and CAMT tax credit would be$180x ($150 +$30 =$180). 
The $180 is less than the $300 15% of surplus limitation in paragraph 11bii., so it is not a limiting factor. (However, if reporting entity’s 15% of surplus limitation under paragraph 11.b. ii. was $175x, the reporting entity’s admitted adjusted gross DTA would be further reduced to $175).
	[bookmark: _Hlk140149658] 
	 DTA 
	Valuation Allowance 
	Not Recoverable Within 3 Years 
	Regular DTA Admitted Standalone
	Impact of Consol. DTA and VA
	Admitted DTA under 11bi
	15% surplus limitation under 11bii
	Non-admitted DTAs

	DTAs 
	240
	
 -40

	-50
	150
	
	150
	 
	50

	CAMT credit DTA (excluded)
	50
	-20
	0
	
	30
	30
	 
	 

	totals 
	290
	-60
	-50
	150
	30
	180
	300
	50



Example 2. Applicable entity, that meets level 2 on the relevant SSAP No. 101, paragraph 11.b. Realization Threshold Limitation table (Ex.-2 1 years 10%).

The basic facts above apply with the following additional information: 
a. For 20x3, the reporting entity meets the second line of the applicable realization threshold limitation in SSAP No. 101, paragraph 11.b. for use of a 21-year applicable period and the limitation of capital and surplus is 10%. Pursuant to paragraph 32 of this interpretation, the reporting entity would have to also apply the with and without calculation of the determination of the impact of the CAMT on the realization of DTAs. 

b. The reporting entity has assessed and determined that the CAMT tax credit carry froward amounts after the valuation allowance of $30 is expected to be utilized at $16 in 20x4 and zero in 20x5. Therefore, $14 (30-16 = 14) is not redeemable within 2 years the criteria in SSAP No. 101, paragraph 11b for entities which meet or exceed the second line of the applicable realization threshold limitation table.

c. The consolidated group of which the reporting entity is a member expects to incur CAMT in in 20x520x4, of which $10 year is expected to be allocated under the TSA to reporting entity. The reporting entity reduces its $150x of regular tax admitted adjusted gross DTAs by its $10x share of the consolidated CAMT expected to be incurred in 20x520x4. 

The reporting entities admitted DTA would be $156x140x. The result is an adjusted gross regular DTA of $150x, minus the $10 impact of the consolidated DTA (with and without) equals 140 regular DTA. The adjusted CAMT credit carry forward of $30 is reduced by $14 for the amount note expected to be realized within 2 years to be 16. Resulting in an admitted total DTA of $156 ($140 +16 = 156).
The resulting $14056x of DTA admitted under paragraph 11.b.i., which is less than the $200x paragraph is less than the $200 10% of surplus limitation in paragraph 11bii., so it is not a limiting factor.
	 
	 DTA 
	Valuation Allowance 
	Not Recoverable Within 2 1 Years 
	Regular DTA Admitted Standalone
	Impact of Consol. DTA and VA
	Admitted DTA under 11bi
	10% surplus limitation under 11bii
	Non-admitted DTAs

	DTAs 
	240
	
 -40

	-50
	150
	-10
	140
	 
	60

	CAMT credit DTA (excluded)
	50
	-20
	-1430
	
	16
	16
	 
	3014

	totals 
	290
	-60
	-6480
	150
	-106
	140156
	200
	7490




Example 3 Applicable entity with qualifying TSA exclusions

The basic facts situation applies. 
a. Similar to Example 1, the reporting entity meets the exceeds the first line of the applicable realization threshold limitation in SSAP No. 101, paragraph 11.b. for use of a 3-year applicable period and the limitation of capital and surplus is 15%.
b. The reporting entity is excluded pursuant to the TSA from any allocation of CAMT or CAMT credit utilization in a qualifying TSA as described in paragraph 11 of this interpretation. 
Accordingly, the reporting entity for 20x3, would be excluded from the CAMT calculations, and the reporting entity’s admitted adjusted gross DTA would be $150x. which is the amount after the valuation allowance of $40 and the $50 reduction for the amount not recoverable within 3 years. 
The $180 150 is less than the $300 15% of surplus limitation in paragraph 11bii., so it is not a limiting factor.
	 
	 DTA 
	Valuation Allowance 
	Not Recoverable Within 3 Years 
	Regular DTA Admitted Standalone
	Impact of Consol. DTA and VA
	Admitted DTA under 11bi
	15% surplus limitation under 11bii
	Non-admitted DTAs

	DTAs 
	240
	
 -40

	-50
	150
	
	150
	 
	50

	CAMT credit DTA (excluded)
	0
	
	
	
	
	
	 
	 

	totals 
	240
	-40
	-50
	150
	
	150
	300
	50
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