

Attachment L 
Review of GAAP Exposures

Nov. 12th Interim Meeting - Review of GAAP Exposures for Statutory Accounting:
Pursuant to a 2014 direction from the SAPWG chair, there is a desire for the Statutory Accounting Principles (E) Working Group to be more proactive in considering FASB exposures that may be significant to statutory accounting and reporting. Historically, the SAPWG has commented on limited, key FASB exposures – mostly pertaining to insurance contracts and financial instruments. To ensure consideration of all FASB exposures, staff has prepared this memorandum to highlight the current exposures, comment deadlines, and to provide a high-level summary of the exposed item’s potential impact to statutory accounting. It is anticipated that this information would assist the Working Group in determining whether a comment letter should be submitted to the FASB on the issues. Regardless of the Working Group’s election to submit comments to the FASB on proposed accounting standards, under the NAIC Policy Statement on Statutory Accounting Principles Maintenance Agenda Process, issued US GAAP guidance noted in the hierarchy within Section V of the Preamble to the Accounting Practices and Procedures Manual must be considered by the Statutory Accounting Principles (E) Working Group. 
FASB Exposures: http://www.fasb.org/jsp/FASB/Page/SectionPage&cid=1175805074609
	Exposed FASB Guidance
	Comment Deadline & Initial Staff Comments

	Proposed Accounting Standards Update—Franchisors—Revenue from Contracts with Customers 
	November 5, 2020
Review ASU under the SAP Maintenance Process

	Proposed Accounting Standards Update— Reference Rate Reform (Topic 848): Scope Refinement
	November 13, 2020
Review ASU under the SAP Maintenance Process

	Proposed Statement of Financial Accounting Concepts, Concepts Statement No. 8, Conceptual Framework for Financial Reporting 
	November 13, 2020
Review ASU under the SAP Maintenance Process

	Proposed Accounting Standards Update—Leases
	December 4, 2020
Review ASU under the SAP Maintenance Process

	Proposed Accounting Standards Update—Earnings Per Share (Topic 260), Debt—Modifications and Extinguishments (Subtopic 470-50), Compensation—Stock Compensation (Topic 718), and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40)
	December 28, 2020
Review ASU under the SAP Maintenance Process



Proposed Accounting Standards Update—Franchisors—Revenue from Contracts with Customers (Subtopic 952-606) — Comment Deadline: November 5, 2020

Information from FASB Exposure Draft: 
In May 2014, FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606). Stakeholders in the franchise industry raised concerns about the cost and complexity of applying Topic 606 to determine the amount and timing of revenue recognition for initial franchise fees, especially for franchisors that are start-ups or that have a small number of franchise units. This ASU introduces a new practical expedient that simplifies that application of the guidance about identifying performance obligations; it would permit franchisors that are not public business entities to account for pre-opening services provided to a franchisee as a single separate performance obligation if the services are consistent with those included in a predefined list within the guidance and they meet certain other conditions. 

Staff Review and Commentary: 
Comment deadline is November 5, 2020. 
Review ASU under the SAP Maintenance Process as detail in Appendix F—Policy Statements.
Proposed Statement of Financial Accounting Concepts—Reference Rate Reform (Topic 848): Scope Refinement — Comment Deadline: November 13, 2020

Information from FASB Exposure Draft: 
In March 2020, FASB issued ASU 2020-04—Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting. This ASU provided temporary, optional expedients and exceptions for applying generally accepted accounting principles to contract modifications and hedging relationships that reference LIBOR or another reference rate that was expected to be discontinued. (Note: this ASU was adopted for statutory accounting in agenda item 2020-12 and INT 20-01). 

Since ASU 2020-04 was issued, stakeholders have raised questions about whether the optional expedients can be applied to derivative instruments that do not reference a rate that is expected to be discontinued, but instead use an interest rate for margining, discounting, or contract price alignment that is modified as a result of reference rate reform. The amendments in this exposure draft would clarify that certain optional expedients and exceptions in Topic 848 for contract modifications and hedge accounting would apply to contracts that are affected by the discounting transition. 

Staff Review and Commentary: 
Comment deadline is November 13, 2020. 
Review ASU under the SAP Maintenance Process as detail in Appendix F—Policy Statements.

Proposed Statement of Financial Accounting Concepts—Concepts Statement No. 8, Conceptual Framework for Financial Reporting – Chapter 4: Elements of Financial Statements — Comment Deadline: November 13, 2020

Information from FASB Exposure Draft: 
FASB issued its first Concepts Statement in 1978. In 2004, the International Accounting Standards Board (IASB) and FASB began a joint project to revise and converge their conceptual frameworks, which resulted in FASB Concepts Statement No. 8, Conceptual Framework for Financial Reporting—Chapter 1, The Objective of General Purpose Financial Reporting and Chapter 3, Qualitative Characteristics of Useful Financial Information. 

The primarily focus of the Concepts Statement is to establish concepts that FASB would use in developing standards of financial accounting and reporting. In particular this chapter would provide FASB with a framework for developing standards by identifying elements of financial statements that could be appropriate for recognition in the financial statements and relevant to the users of those financial statements. It would provide FASB with a framework for developing standards in meeting the objective of financial reporting that enhances the understandability of information to existing and potential investors, lenders, donors and other resource providers of a reporting entity.

Staff Review and Commentary: 
Comment deadline is November 13, 2020. 
Review ASU under the SAP Maintenance Process as detail in Appendix F—Policy Statements.

Proposed Accounting Standards Update—Leases (Topic 842) — Comment Deadline: December 4, 2020

Information from FASB Exposure Draft: 
In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842) to increase transparency and comparability among organizations by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing transactions. Since the issuance of ASU 2016-02, FASB has issued five Updates to assist stakeholders with implementation issues and two Updates deferring the effective date for private companies and certain not-for-profit organizations. This proposed ASU addresses the following additional issues: 1) sales-type leases with variable lease payments – lessor only; 2) option to remeasure lease liability – lessee only; and 3) modifications reducing the scope of a lease contract. 

Staff Review and Commentary: 
Comment deadline is December 4, 2020. 
Review ASU under the SAP Maintenance Process as detail in Appendix F—Policy Statements.

Proposed Accounting Standards Update—Earnings Per Share (Topic 260), Debt—Modifications and Extinguishments (Subtopic 470-50), Compensation—Stock Compensation (Topic 718), and Derivatives and Hedging—Contracts in Entity’s Own Equity (Subtopic 815-40): Issuer’s Accounting for Certain Modifications or Exchanges of Freestanding Equity-Classified Forwards and Options (a consensus of the Emerging Issues Task Force) — Comment Deadline: December 28, 2020

Information from FASB Exposure Draft: 
This proposed ASU would provide guidance for a modification or an exchange of a freestanding equity-classified forward or option that is not within the scope of another Topic: 1) an entity would treat a modification of the terms or conditions or an exchange of a freestanding equity-classified forward or option that remains equity classified after modification or exchange as an exchange of the original instrument for a new instrument; 2) an entity would measure the effect of a modification or an exchange of a freestanding equity-classified forward or option that remains equity classified after modification or exchange as the excess, if any, of the fair value of the modified or exchanged instrument over the fair value of the original instrument immediately before it is modified or exchanged; and 3) An entity would recognize the effect of a modification or an exchange of a freestanding equity-classified forward or option that remains equity classified after modification or exchange on the basis of the substance of the transaction, in the same manner as if cash had been paid as consideration. 

Staff Review and Commentary: 
Comment deadline is December 28, 2020. 
Review ASU under the SAP Maintenance Process as detail in Appendix F—Policy Statements.
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