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Description of Issue: In July 2018, FASB issued ASU 2018-09, Codification 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. This perpetual project facilitates FASB Codification updates for technical corrections, clarifications, and other minor improvements. The changes made by ASU 2018-09 included minor clarifications, corrections, addition of codification references, guidance relocations, and removal of redundant, outdated, or superseded guidance.

Existing Authoritative Literature:
The table starting on page two summarizes the updates in this ASU, as well as defines the recommended actions for statutory accounting.

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):
None.

Staff Recommendation:
NAIC staff recommends that the Working Group adopt the exposed revisions to reject ASU 2018-09 Codification Improvements for statutory accounting on Appendix D as not applicable to statutory accounting.

Staff Review Completed by:
NAIC Staff – William Oden, July 2023

Status:
On August 13, 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 Appendix D—Nonapplicable GAAP Pronouncements to reject ASU 2018-09 Codification Improvements as not applicable for statutory accounting.
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The last column lists the status of the GAAP source literature for statutory accounting and the recommended action.


	Topic
	Codification
	Abbreviated Summary of Change
	Related Paragraphs
	SAP Status/Recommendation

	Reporting Comprehensive Income—Overall
	220-10
	This amendment clarifies the guidance in paragraph 220-10-45-10B by removing the generic phrase taxes not payable in cash, adds guidance that is specific to certain quasi reorganizations, and adds references to applicable guidance for each example that does not qualify as an item of comprehensive income.
	45-10B
	This update is not applicable – no action required.

	Earnings Per Share—Overall
	260-10
	Correct reference to Earnings per Share example to specifically note that Example 6 illustrates the two-class method. Additional wording clarifications are made within Example 6 as well.
	45-60B
55-62
	This update is not applicable – no action required.

	Investments—Debt and
Equity Securities—Overall
	320-10
	These amendments simplify the Codification by removing redundant disclosure requirements in paragraphs 320-10-50-1A and 320-10-50-13. These amendments supersede paragraph 320-10-50-13 and add clarification to the disclosure requirements in paragraph 320-10-50-1A for summarized financial information.
	50-1A
50-13
	Summarized financial information in relation to debt and equity securities are not addressed within statutory accounting.

This update is not applicable – no action required.

	Debt—Modifications
and Extinguishments
	470-50
	The amendment adds guidance to clarify that when the fair value option has been elected on debt that is extinguished, the net carrying amount of the extinguished debt equals its fair value at the reacquisition date. Additionally, the cumulative amounts of gains or losses in other comprehensive income that resulted from changes in instrument-specific credit risk must be included in the measurement of gain or loss presented in net income for the extinguished debt.
	40-2A
	FAS 159, The Fair Value Option for Financial Assets and Financial Liabilities—Including an Amendment of FASB Statement No. 115 was rejected for statutory accounting purposes. As such no changes are recommended.

This update is not applicable – no action required.

	Distinguishing Liabilities from Equity—Overall
	480-10
	Eliminates guidance conflict between codification paragraph 25-15 and paragraphs 55-55 and 55-59.
	55-55
55-59
	SSAP No. 104R–Share-Based Payments does not contain the amended language. As such no changes are recommended.

This update is not applicable – no action required.

	Compensation—Stock Compensation—Income Taxes
	718-740
	The amendment clarifies that an entity should recognize excess tax benefits (or tax deficiencies) in the period when the amount of the tax deduction is determined, which typically is when an award is exercised, in the case of share options, or vests, in the case of nonvested stock awards.
	35-2
	The relevant language was also included in ASU 2018-07 and was previously adopted with Agenda Item 2018-35. As such, no changes to the relevant SSAPs are required, 

This update is not applicable – no action required.

	Other Expenses—
Advertising Costs
 &
Financial
Services—Insurance—Acquisition Costs
	720-35


944-30
	The objective of this amendment is to align the scope of the guidance in 720-35 with the source guidance in SOP 93-7 by removing the references in the guidance and heading to ‘direct response advertising’.

The amendment also relocates and minorly amends the guidance in paragraph 720-35-15-5 about direct-response advertising costs to paragraph 944-30-25-1DD. Direct response advertising costs can only be capitalized for insurance contracts within the scope of Topic 944 in certain circumstances.
	15-2
15-3

25-1A
25-1A
25-1DD
	Direct-response advertising and related advertising specific guidance are not addressed within statutory accounting.

This update is not applicable – no action required.

	Income Taxes
	740-10
	This amendment makes corrections to Income Tax guidance on intra-entity transfers of inventory as the guidance in paragraph 25-55 contradicts paragraph 25-3(e). Additionally, a reference to intra-entity transfers was removed from example 26 as it describes a null set of transactions.
	25-53
25-54
25-55
55-168
55-203
65-7
	The ramification of intra-entity transfers of inventory on income tax is not addressed in statutory accounting.

This update is not applicable – no action required.

	Business
Combinations—Income Taxes
	805-740
	The amendment updates paragraph 25-13 that provides three methods for allocating the consolidated tax provision to an acquired entity after acquisition as it is no longer consistent with the rest of Topic 740 after the issuance of EITF Issue No. 86-9.
	25-13
	The update is not applicable as GAAP guidance for business combinations has not yet been addressed for statutory accounting at this time, as such no changes are recommended.

This update is not applicable – no action required.

	Derivatives and
Hedging—Overall
	815-10
	The amendment supersedes paragraph 45-4 and amends paragraph 45-5, with a link to transition paragraph 105-10-65-5. This change was made as the guidance in paragraph 45-4 is potentially misleading because it can be interpreted as conflicting with the guidance in paragraph 45-5 and because it can be interpreted to mean that derivatives may only be offset when all four of the conditions in paragraph 210-20-45-1 are met.
	45-4
45-5
	SSAP No. 86–Derivatives does not include the superseded guidance. As such, no changes are recommended.

This update is not applicable – no action required.

	Derivatives and Hedging—Embedded Derivatives
	815-15
	The amendment clarifies a generic subtopic reference by replacing it with the actual FASB codification.
	25-1
	This update is not applicable – no action required.

	Fair Value Measurement—Overall
	820-10
	The amendment clarifies items (a) and (b) with FASB codification 820-10-35-16D were not intended to substantively change how GAAP is applied. However, it is possible that they may result in a change to existing practice for some entities; therefore, transition guidance has been provided.
	35-16D
	As the original guidance being clarified originates from ASU 2011-04–Fair Value Measurement, which has not yet been addressed for statutory accounting, no changes are recommended.

This update is not applicable – no action required.

	Fair Value Measurement—Overall
	820-10
	When initially drafted ASU 2011-04 was intended to exclude nonfinancial derivatives from the portfolio exception. The amendments revise paragraphs 820-10-35-18D through 35-18F and 820-10-35- 18H through 35-18L to include not only financial assets and financial liabilities, but also portfolios of financial instruments and nonfinancial instruments accounted for as derivatives in accordance with Topic 815.
	35-18D thru 18L
	As the original guidance being clarified originates from ASU 2011-04, which has not yet been addressed for statutory accounting, no changes are recommended.

This update is not applicable – no action required.

	Fair Value Measurement—Overall
	820-10
	This amendment replaces an indefinite deferral in transition paragraph 820- 10-65-9 from ASU 2013-09, Fair Value Measurement, with a disclosure exemption in paragraph 820-10-50-2(bbb). Amendment also eliminates transition guidance in paragraph 65-9.
	50-2
65-9
	As the original guidance being clarified originates from ASU 2013-09, which has not yet been addressed for statutory accounting, no changes are recommended.

This update is not applicable – no action required.

	Fair Value Measurement—Overall
	820-10
	This amendment changes the term ‘build-up methodology’ to build-up approach’ for clarity. As indicated in the guidance, a build-up methodology is a subset of a valuation technique, whereas the build-up approach is a method of applying the discount rate adjustment technique. 
	55-11
55-33

	Neither the build-up approach nor build-up method are contained addressed by statutory accounting. No changes are recommended.

This update is not applicable – no action required.

	Fair Value Measurement—Overall
	820-10
	Due to an oversight, when ASU 2016-01–Financial Instruments amended Topic 825, a corresponding amendment was not made to Topic 820 superseding the requirement to disclose information on the methods and assumptions used to measure fair value for those financial Instruments.

This amendment conforms the requirements in Topic 820 with the amendments made to Topic 825 so that the disclosure information is not required, which is consistent with the Board’s intent in the amendments in Update 2016-01.
	50-2E
65-4
	The amendment corrects changes made by ASU 2016-01–Financial Instruments, which was rejected for statutory accounting.

This update is not applicable – no action required.

	Fair Value Measurement—Overall
	820-10
	This amendment corrects the dates used in Examples 9 to properly conform to the guidance provided in 820-10-50-2.
	55-100
	The amended example is not included in statutory accounting guidance. No changes are recommended.

This update is not applicable – no action required.

	Financial Services—Depository and Lending—Balance
Sheet
	942-210
	This amendment simplifies the Codification by removing the paraphrased guidance from paragraph 942-210-45-3 so that the industry Topic guidance refers to the full guidance in Section 210-20-45.
	45-3
	Financial Services guidance is not applicable for statutory accounting.

This update is not applicable – no action required.

	Financial Services—
Depository and Lending—Equity
	942-505
	This amendment clarifies the requirements for disclosing information on regulatory capital for depository institutions. The amendment is necessary because of recent changes in the measures of regulatory capital in Basel III, with which depository institutions must comply (for example, the newly defined measure of Common Equity Tier 1).
	50-1
	Financial Services guidance is not applicable for statutory accounting.

This update is not applicable – no action required.

	Financial Services— Insurance—Acquisition Costs
	944-30
	This amendment restores guidance about an accounting policy election to paragraph 944-30-25-1A that was originally included in the transition guidance in ASU 2010-26. This election was automatically removed with the transition guidance as the effective date had been met for all entities, however it was noted that this election should be maintained in the guidance for historical purposes to ensure the appropriateness of the election was not called into question at a future date.
	25-1A
	Financial Services guidance is not applicable for statutory accounting.

This update is not applicable – no action required.

	Financial Services—
Insurance—Receivables & Property, Plant, and Equipment
	944-310

944-360
	This amendment includes a correct to these paragraphs as the original references should have been superseded with the adoption of ASU 2016-01and replaced with references to transition guidance.
	45-1
45-2
50-1

45-3
45-4
50-1
	Financial Services guidance is not applicable for statutory accounting.

This update is not applicable – no action required.

	Financial Services—
Insurance—Property, Plant, and Equipment
	944-360
	This amendment adds references to the applicable guidance for determining the subsequent measurement of real estate acquired by insurance companies in settling certain claims.
	35-1
	Financial Services guidance is not applicable for statutory accounting.

This update is not applicable – no action required.

	Not-for-Profit Entities—Other Expenses
	958-720
	This amendment improves the description of the items in paragraph 958-720-45-15 that would be considered gains and losses for a not-for-profit entity. This amendment also changes the term for-profit entity to the term business entity in Subtopic 958-720.
	45-15
	Not-for-profit guidance is not applicable for statutory accounting.

This update is not applicable – no action required.

	Plan Accounting—Defined Contribution Pension Plans—Presentation of Financial Statements & Property, Plant, and Equipment
	962-205

962-360
	To make the Topic structure consistent with related Topics and the guidance easier to find, this amendment moves the property, plant, and equipment guidance in 962-205 to Subtopic 962-360.
	45-5

35-1
	This update is not applicable – no action required.

	Plan Accounting—Defined Contribution Pension Plans—Investments—Other
	962-325
	This amendment removes the stable value common collective trust fund from the illustrative example in paragraph 962-325-55-17 to avoid the interpretation that such an investment would not have a readily determinable fair value and should always use the net asset value per share practical expedient.
	55-17
	The amended example is not included in SSAP No. 102–Pensions.

This update is not applicable – no action required.



