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Maintenance updates provide revisions to the Accounting Practices and Procedures Manual, such as editorial corrections, reference changes and formatting. 


	SSAP/Appendix
	Description/Revision

	SSAP No. 5R
	Remove redundant paragraph references 

	
SSAP No. 62R

	
[bookmark: _Hlk44412821]Add a table that lists the questions addressed in SSAP No. 62R Exhibit A - Implementation Questions and Answers. 




Recommendation: 
NAIC staff recommends that the Statutory Accounting Principles (E) Working Group move this agenda item to the active listing, categorized as nonsubstantive, and expose editorial revisions, as illustrated below.

SSAP No. 5R— Liabilities, Contingencies and Impairments of Assets

Except for the measurement and recognition of continued guarantee obligations after the settlement of a contingent guarantee liability described in paragraph 25, and the provisions for SCAs detailed in paragraph 25, this standard does not describe in detail how the guarantor’s liability for its obligations under the guarantee would be measured subsequent to initial recognition. The liability that the guarantor initially recognized in accordance with paragraph 20 would typically be reduced (as a credit to income) as the guarantor is released from risk under the guarantee. Depending on the nature of the guarantee, the guarantor’s release from risk has typically been recognized over the term of the guarantee (a) only upon either expiration or settlement of the guarantee, (b) by a systematic and rational amortization method, or (c) as the fair value of the guarantee changes (for example, guarantees accounted for as derivatives). The reduction of liability does not encompass the recognition and subsequent adjustment of the contingent liability recognized under paragraph 8 related to the contingent loss for the guarantee. If the guarantor is required to subsequently recognize a contingent liability for the guarantee, the guarantor shall eliminate any remaining noncontingent liability for that guarantee and recognize a contingent liability in accordance with paragraph 8. 
After recognition and settlement of a contingent guarantee liability in accordance with paragraph 8, a guarantor shall assess whether remaining potential obligations exist under the guarantee agreement. If the guarantor still has potential obligations under the guarantee contract, the guarantor shall recognize the remaining noncontingent guarantee that represents the current fair value of the potential obligation remaining under the guarantee agreement. This noncontingent guarantee liability shall be released in accordance with paragraph 24.

[bookmark: _Hlk44412806]SSAP No. 62R—Property and Casualty Reinsurance
Add a table that lists the questions addressed in SSAP No. 62R Exhibit A - Implementation Questions and Answers. 

[bookmark: _Toc42505637]EXHIBIT A – IMPLEMENTATION QUESTIONS AND ANSWERS
[bookmark: _Toc311637937]This exhibit addresses common questions regarding implementation of the property and casualty reinsurance accounting standards.

Index to Questions
	No.
	Question

	Applicability

	1
	The accounting practices in SSAP No. 62R specify the accounting and reporting for reinsurance contracts. What contracts are considered reinsurance contracts for purposes of applying these accounting practices?


	2
	The provisions of this statement will apply to (a) reinsurance contracts entered into, renewed or amended on or after January 1, 1994, and (b) any other reinsurance contracts that are in force on January 1, 1995 and cover insurable events on the underlying insurance policies that occur on or after that date. What contracts would be exempt from the accounting rules included in SSAP No. 62R?


	3
	This statement is to be applied to contracts which are amended on or after January 1, 1994. What if the change in terms is not significant, or the terms changed have no financial effect on the contract?


	4
	Must the accounting provisions of SSAP No. 62R be applied to an otherwise exempt contract if the ceding entity pays additional premiums under the contract on or after January 1, 1994?


	5
	Prospective and retroactive portions of a reinsurance contract are allowed to be accounted for separately, if practicable. Can the retroactive portion of an existing contract be segregated and, therefore, exempted with other retroactive contracts covering insured events occurring prior to January 1, 1994?


	Risk Transfer

	6
	Do the risk transfer provisions apply to existing contracts?


	7
	How does the effective date affect the assessment of whether a significant loss to the reinsurer was reasonably possible?


	8
	Should risk transfer be reassessed if contractual terms are subsequently amended?


	9
	How should the risk transfer assessment be made when a contract has been amended?


	10
	For purposes of evaluating whether a contract with a reinsurer transfers risk, what constitutes a contract?


	11
	If the assessment of risk transfer changes after the initial assessment at contract inception, how should the ceding entity account for the change?


	12
	SSAP No. 62R requires that reasonably possible outcomes be evaluated to determine the reinsurer’s exposure to significant loss. What factors should be considered in determining whether a scenario being evaluated is reasonably possible?


	13
	In determining the amount of the reinsurer’s loss under reasonably possible outcomes, may cash flows directly related to the contract other than those between the ceding and assuming companies, such as taxes and operating expenses of the reinsurer, be considered in the calculation?


	14
	In evaluating the significance of a reasonably possible loss, should the reasonably possible loss be compared to gross or net premiums?


	15
	How does a commutation clause affect the period of time over which cash flows are evaluated for reasonable possibility of significant loss to the reinsurer?


	16
	SSAP No. 62R refers to payment schedules and accumulating retentions from multiple years as features that delay timely reimbursement of claims. Does the presence of those features generally prevent a contract from meeting the conditions for reinsurance accounting?


	17
	What if a contract contains a feature such as a payment schedule or accumulating retention but could still result in the reasonable possibility of significant loss to the reinsurer?


	18
	Can a reinsurance agreement compensate a reinsurer for losses?


	19
	In determining whether a reinsurance contract qualifies under the exception referred to in paragraph 18, how should the economic position of the reinsurer be assessed in relation to that of the ceding entity?


	Accounting Provisions

	20
	An existing contract that was accounted for as reinsurance no longer qualifies for reinsurance accounting under the accounting rules included in SSAP No. 62R. How should the ceding and assuming companies account for the contract in future periods?


	21
	What is the definition of past insurable events that governs whether reinsurance coverage is prospective or retroactive? For example, could a reinsurance contract that covers losses from asbestos and pollution claims on occurrence-based insurance policies effective during previous periods be considered prospective if the reinsurance coverage is triggered by a court interpretation that a loss is covered within the terms of the underlying insurance policies?


	22
	Would the answer to the above question change if the reinsurance were written on a claims-made basis?


	23
	What is the effect of adjustments to future premiums or coverage in determining whether reinsurance is prospective or retroactive?


	24
	A reinsurance contract is entered into after the contract’s effective date. Is the coverage between the contract’s effective date and the date the contract was entered into prospective or retroactive?


	25
	How is the date the reinsurance contract was entered into determined?


	26
	Are contracts to reinsure calendar-year incurred losses considered blended contracts that have both prospective and retroactive elements?


	27
	When the prospective and retroactive portions of a contract are being accounted for separately, how should premiums be allocated to each portion of the contract?


	28
	A retroactive reinsurance contract contains a cut-through provision that provides the ceding entity’s policyholders and claimants with the right to recover their claims directly from the reinsurer. May the ceding entity immediately recognize earned surplus associated with this type of contract?


	29
	A ceding entity enters into a retroactive reinsurance agreement that gives rise to segregated surplus. If the reinsurer prepays its obligation under the contract, may the ceding entity recognize earned surplus at the time the prepayment is received?


	30
	If the ceding entity does not expect to receive any recoveries because the reinsurer has agreed to reimburse claimants under the reinsured contracts directly, would the ceding entity be considered to have recovered or terminated its transferred liabilities?


	31
	What accounting entries would a ceding entity make to report a retroactive reinsurance contract?


	32
	How should the parties account for an adverse loss development reinsurance contract where, as of the statement date, the attachment level of the contract exceeds the ceding company’s current case and IBNR reserves for the covered accident years (i.e. no surplus gain and no reinsurance recoverable as of the statement date), and the ceding company transferred cash to the reinsurer at the inception of the contract?


	33
	How should a ceding company account for payment of the premium for a retroactive reinsurance contract by the ceding company’s parent company or some other person not a party to the reinsurance contract (for example, adverse loss development reinsurance contracts purchased by the parent company in the context of the purchase or sale of the ceding company)?




[bookmark: _Toc337214492][bookmark: _Toc534277678]
Status:
On July 30, 2020, the Statutory Accounting Principles (E) Working Group moved this item to the active listing, categorized as nonsubstantive, and exposed editorial revisions to SSAP No. 5R—Liabilities, Contingencies and Impairments of Asset and SSAP No. 62R—Property and Casualty Reinsurance, as illustrated above.
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