IMR – Proposed Reporting Revisions
Exposure April 20, 2026
In accordance with the project to review IMR and clarify accounting guidance, reporting revisions are also being proposed. (Note: It is intended that this document will be incorporated into and/or accompany the issue paper with adoption.)
Asset & Liability Pages
A. Asset Page - New distinct reporting lines to separately capture IMR and deferred derivative assets. 
New Reporting Line 17 with all other lines renumbered. 
Note – Proposed to use one reporting line for deferred derivatives, with a separate note that identifies the balance between SSAP No. 108 and 109. Could divide into separate lines if preferred. 
17. Miscellaneous Assets: 
	17.1	Negative Interest Maintenance Reserve
	17.2	Deferred Derivative Assets – (Variable Annuity Guarantees & Asset-Liability Management)

B. Liability Page - New distinct reporting lines to separately deferred derivative assets. 
Added to existing Miscellaneous Liabilities listing. 
24. Miscellaneous liabilities:   
24.01 Asset valuation reserve (AVR, Line 16, Col. 7) 
24.02 Reinsurance in unauthorized and certified ($..........) companies 
24.03 Funds held under reinsurance treaties with unauthorized and certified ($..........) reinsurers 
24.04 Payable to parent, subsidiaries and affiliates
24.05 Drafts outstanding 
24.06 Liability for amounts held under uninsured plans 
24.07 Funds held under coinsurance 
24.08 Derivatives 
24.09	Deferred Derivative Liabilities – (Variable Annuity Guarantees & Asset-Liability Management)
24.09 Payable for securities 
24.10 Payable for securities lending 
24.11 Capital notes $……… and interest thereon $……… ....


Once the new lines are set, new Instructions will be proposed to specify what should be included. 
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Exhibit of Capital Gains (Losses) 
Revisions are proposed to revise this schedule to allow for tracking to investment types and the allocation to IMR and AVR. 
Proposed New Schedule: This schedule captures capital gains and losses, then shows the allocation to IMR and AVR to get to the net capital gains and losses that should agree to the Summary of Operations. It is shown clean for review purposes. New columns are shaded. (Note: Prior reporting lines identified “bonds exempt from US tax” – comments are requested on whether that line should be retained. It is only applicable to P/C entities.)
	
	Realized Gains (Loss) on Sales or Maturity
	Other Realized Adjustments
	Total Realized Capital Gain (Loss)
	Allocated to IMR
	Allocated to AVR
	Net Realized Capital Gains (Loss)
	Change in Unrealized Capital Gain or Loss
	Change in Unrealized Foreign Exchange Capital Gain (Loss)

	1. Bonds (Unaffiliated): 
	
	
	
	
	
	
	
	

	2. Bonds (Affiliated):   
	
	
	
	
	
	
	
	

	3. Preferred Stocks (Unaffiliated): 
	
	
	
	
	
	
	
	

	4. Preferred Stock (Affiliated): 
	
	
	
	
	
	
	
	

	5. Common Stock (Unaffiliated): 
	
	
	
	
	
	
	
	

	6. Common Stock (Affiliated):  
	
	
	
	
	
	
	
	

	7. Mortgage Loans 
	
	
	
	
	
	
	
	

	8. Real Estate 
	
	
	
	
	
	
	
	

	9. Contract Loans
	
	
	
	
	
	
	
	

	10. Cash, Cash Equivalents
	
	
	
	
	
	
	
	

	11. Short-Term Investments 
	
	
	
	
	
	
	
	

	12. Derivative Instruments
	
	
	
	
	
	
	
	

	13. Other Invested Assets
	
	
	
	
	
	
	
	

	14. Aggregate Write-Ins for Capital Gains & Losses
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	

	Detail of Write-Ins: 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


The existing Exhibit of Capital Gains (Losses) is shown as a pic below. As shown, it separately captures U.S. Government Bonds and Bonds Exempt from US Tax (which applies only to property and casualty companies). If separate carve-outs are needed for these categories, then it would be recommended that they be captured as footnotes to the schedule so that the amounts reported agreed to the year-end disposal schedules. (If preferred, could separate lines by D-4 and D-5 so it is a direct crosscheck per schedule.) 
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INTEREST MAINTENANCE RESERVE

Proposed New “Form for Calculating the Interest Maintenance Reserve” 
New Rows are shaded and separate the adjustments to the reserve for transparency.  

	
	Amount

	1. Reserve as of December 31, prior year
	

	2. Current year’s realized pre-tax capital gains and losses of $_______(2.a) transferred into the reserve net of taxes of $________(2.b)
	

	Adjustments to the Reserve:  
	

	3. Reinsurance Ceded – Subtraction to Reserve
	

	4. Reinsurance Assumed – Addition to Reserve
	

	5. Market Value Adjustment: Gain – Addition to Reserve
	

	6. Market Value Adjustment: Loss – Subtraction to Reserve
	

	7. Net Adjustment to Reserve (Sum of 3-6)
	

	8. Balance before reduction for current year amortization (Line 1 + 2 + 7)
	

	9. Current Year’s Amortization Released to Summary of Operations
	

	10. Reserve as of December 31, current year
	



Note – With the proposed change to the Exhibit of Capital and Gains, the amount reported in 2.a (gross transfer to IMR) should agree to the “Allocated to IMR” from that schedule. The amortization schedule is not expected to be revised. (It is shown below abbreviated for space purposes.) 
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INTEREST MAINTENANCE RESERVE

Proposed Instructions – Shown Clean. 
The prior ASI are proposed to be deleted. Any key reporting concepts will be brought in separately. 

This exhibit is designed to capture the realized capital gains (losses) that result from changes in the overall level of interest rates and amortize them into income over the approximate remaining life of the investment sold pursuant to SSAP No. 7—Asset Valuation Reserve and Interest Maintenance Reserve.

These instructions cover the Interest Maintenance Reserve (IMR) for both the General Account and Separate Accounts. If an IMR is required for investments in a Separate Account, IMR recognition shall follow all rules applicable to the general account IMR. IMR in a Separate Account shall be kept separate from the General Accounts IMR and all other Separate Accounts. 

Line 1	–	Reserve as of December 31, Prior Year

Enter the amount from Line 6 of the prior year’s schedule.

Line 2	–	Current Year’s Realized Pre-tax Capital Gains (Losses) of $______ Transferred into the Reserve Net of Taxes of $______

In accordance with SSAP No. 7, include interest-rate-related realized capital gains (losses) net of capital gains tax, using the federal marginal tax rate. in accordance with SSAP No. 7. 

By capturing the realized capital gains (losses) net of tax, the capital gains tax associated with those capital gains (losses) due to an interest rate change is charged or credited to the IMR and amortized in proportion to the before-tax amortization.

Line 3	–	Adjustment for Reinsurance Ceded Released from the Reserve – Subtraction to Reserve

Ceding Company means an insurer who has sold, transferred or reinsured a block of its in force liabilities under an agreement that qualifies for reinsurance accounting as described in SSAP No. 61—Life, Deposit-Type and Accident and Health Reinsurance. Pursuant to SSAP No. 7, amounts shall be removed from IMR when the policyholder obligations or related treaty balances to which those amounts were attributed have been eliminated. Amounts eliminated shall include: 

· IMR from past sales attributed to a reinsured block of business. This includes remaining, unamortized interest related realized gains or losses taken to IMR from prior asset sales associated with the reinsured block of liabilities. 

· IMR from current sales incurred, or from the transfer of assets to provide reinsurance premium. This includes the interest related gains and losses generated from the sale or transfer of qualifying fixed-income investments supporting the reinsurance transaction. Such amounts shall be recognized initially to IMR and then derecognized as part of the reinsurance transaction.


Insurers ceding business under a modified coinsurance or funds withheld agreement shall follow the guidance in SSAP No. 7 for the immediate IMR derecognition or subsequent pass-through of IMR amortization in accordance with the reinsurance agreement. Insurers with immediate derecognition shall include the elimination of IMR in this line as a subtraction to the reserve. 

Line 4	–	Adjustment for Reinsurance Ceded Assumed to the Reserve – Addition to Reserve

Ceding Company means an insurer who assumed a block of its in-force liabilities under an agreement that qualifies for reinsurance accounting as described in SSAP No. 61—Life, Deposit-Type and Accident and Health Reinsurance.

Pursuant to SSAP No. 7, a U.S. domiciled reporting entity that has assumed business via a qualifying reinsurance transaction from another U.S. domiciled insurer, shall set up an IMR balance that reflects an equal amount of IMR derecognized by the ceding insurance entity. This IMR recognition shall reflect the unamortized IMR balance of gains and losses from prior assets sales associated with the reinsured block of business and interest-related realized gains and losses from the current dispositions the ceding entity incurred to transfer the reinsurance obligation.  

For insurers assuming business under a modified coinsurance or funds withheld agreement where the cedent is retaining the IMR shall not set up a corresponding IMR reserve. 

Line 5	–	Market Value Adjustment: Gains – Addition to the Reserve

Gains, net of marginal tax impact, recognized by the insurance reporting entity as a result of market value adjustments that were backed by fixed-income investments. (Market value adjustments shall not be captured for separate account products held at fair value.) 


Line 6	–	Market Value Adjustment: Losses – Subtraction to the Reserve

Losses, net of marginal tax impact, recognized by the insurance reporting entity as a result of market value adjustments that were backed by fixed-income investments. (Market value adjustments shall not be captured for separate account products held at fair value.) 

Line 7	–	Net Adjustment to the Reserve 

Sum of adjustments reflected in lines 3-7. This total shall be reflected in line 1, column 3 of the amortization schedule. 

Line 8	–	Balance Before Reduction for Amortization
		
		Beginning balance, plus current year IMR, plus net adjustments. 

Line 9	–	Current year’s amortization released to Summary of Operations

		Amount  should agree to line 1, column 4 of the amortization schedule. 

Line 10	–	Reserve as of December 31, current year.   

Sum of Line 8 and Line 9. Amount shall be reported on the corresponding line on the asset page (negative IMR) or on the liability page (positive IMR). 

Admittance of negative IMR on the asset page shall be determined in accordance with SSAP No. 7. 
AMORTIZATION

This supporting schedule calculates the amount of the Interest Maintenance Reserve to be amortized in each year.

Column 1	–	Reserve as of December 31, Prior Year

Enter the amount from Column 4 of the prior year’s schedule. Total should agree to the reserve as of December 31 of the prior year. 

Column 2	–	Current Year’s Realized Capital Gains (Losses) Transferred into the Reserve Net of Taxes

After a realized capital gain (loss) has been captured in the IMR  the Table 1 amortization chart shall be used using the expected remaining life to maturity of the sold asset generating IMR. Total should agree to Line 2 current year amount net of taxes taken to the IMR. 

Pursuant to SSAP No. 7, amortization shall follow the standard “simplified” method by which the capital gains (losses), net of capital gains tax, are grouped according to the number of calendar years to expected maturity. The groupings will be in bands of five (5) calendar years, except that, investments with one (1) calendar year to expected maturity will be grouped separately from those with two (2) to five (5) calendar years to expected maturity.

Column 3	–	Adjustment for Current Year’s Liability Gains (Losses) Released or Added to the Reserve 

Report the amortization impact from the net adjustments to IMR from reinsurance transactions and market value adjustments. Total  reported shall equal the amount reported on line 7 of the IMR Form. 


Column 4	–	Balance Before Reduction for Current Year’s Amortization (Col 1+2+3) 


The current Grouped Amortization Schedule will be posted to the NAIC web site in July of each year.

TABLE 1

Grouped Amortization Schedules
for the Interest Maintenance Reserve
for 2025 Gains (Losses)
Interest Rate = 6.00%

Calendar Years to Maturity
*(Residential Mortgages)

	Year-end
	over 25
	21-25
	16-20
	11-15
	6-10
	2-5
	1
	0

	
	 
	 
	
	(21-30)
	(11-20)
	(3-10)
	(1-2)
	(0)

	
	
	
	
	
	
	
	
	

	2025 
	0.7%
	1.0%
	1.6%
	2.6%
	5.0%
	13.2%
	49.3%
	100.0%

	2026 
	1.5%
	2.2%
	3.3%
	5.5%
	10.5%
	27.6%
	50.7%
	

	2027 
	1.6%
	2.3%
	3.5%
	5.8%
	11.1%
	25.3%
	
	

	2028 
	1.6%
	2.5%
	3.8%
	6.1%
	11.8%
	18.5%
	
	

	2029 
	1.8%
	2.6%
	3.9%
	6.5%
	12.5%
	11.5%
	
	

	2030 
	1.9%
	2.7%
	4.2%
	6.9%
	13.3%
	3.9%
	
	

	2031 
	2.0%
	3.0%
	4.5%
	7.4%
	12.4%
	
	
	

	2032 
	2.1%
	3.1%
	4.8%
	7.8%
	10.0%
	
	
	

	2033 
	2.3%
	3.3%
	5.0%
	8.2%
	7.3%
	
	
	

	2034 
	2.4%
	3.5%
	5.3%
	8.8%
	4.6%
	
	
	

	2035 
	2.5%
	3.7%
	5.7%
	9.3%
	1.5%
	
	
	

	2036 
	2.7%
	3.9%
	6.0%
	8.7%
	
	
	
	

	2037 
	2.8%
	4.2%
	6.3%
	7.0%
	
	
	
	

	2038 
	3.1%
	4.4%
	6.8%
	5.1%
	
	
	
	

	2039 
	3.2%
	4.7%
	7.2%
	3.2%
	
	
	
	

	2040 
	3.4%
	5.0%
	7.6%
	1.1%
	
	
	
	

	2041 
	3.6%
	5.3%
	7.1%
	
	
	
	
	

	2042 
	3.8%
	5.6%
	5.7%
	
	
	* Note: The years shown in parentheticals (highlighted in gray) are specific to residential mortgages. 

	
	

	2043 
	4.1%
	5.9%
	4.2%
	
	
	
	
	

	2044 
	4.3%
	6.3%
	2.6%
	
	
	
	
	

	2045
	4.6%
	6.7%
	0.9%
	
	
	
	
	

	2046
	4.8%
	6.3%
	
	
	
	
	
	

	2047
	5.2%
	5.0%
	
	
	
	
	
	

	2048
	5.4%
	3.7 %
	
	
	
	
	
	

	2049
	5.8%
	2.3%
	
	
	
	
	
	

	2050
	6.2%
	0.8%
	
	
	
	
	
	

	2051
	5.8%
	
	
	
	
	
	
	

	2052
	4.6%
	
	
	
	
	
	
	

	2053
	3.4%
	
	
	
	
	
	
	

	2054
	2.1%
	
	
	
	
	
	
	

	2055
	0.7%
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%



NOTE 1:	“Calendar Years to Expected Maturity” is defined in the preceding text. In the case of residential mortgages, where one-half the number of years to final maturity should be used, the parenthetical headings apply.

Expected Maturity Date

The presence of sinking fund payments, amortization schedules, expected prepayments, and adjustable interest rates complicate the determination of the number of calendar years to expected maturity. The expected maturity date is:

· For fixed income instruments with fixed contractual repayment dates and amounts (including bonds, redeemable preferred stock, callable or convertible bonds and preferred(s), the expected maturity is defined as the contractual retirement date which produces the lowest amortization value for annual statement purposes (lowest internal rate of return or “yield to worst”). Potential retirement dates include all possible call dates, and the contractual maturity date. However, where a convertible bond or convertible preferred stock is sold while its conversion value exceeds its book/adjusted carrying value and the gain is included in IMR, the expected maturity date is defined as the next conversion date. Conversion value is defined to mean the number of shares of common stock available currently or at next conversion date, multiplied by the stock’s current market price. When the instrument’s contractual terms include scheduled sinking fund payments of fixed amounts, an additional calculation of yield to average life should be included in the analysis where average life is defined as the date at which the instrument is 50% repaid. For puttable instruments, where the exercise option rests with the investor, expected maturity is the put or maturity date that produces the highest internal rate of return. For SVO Identified Funds designated for systematic value, the expected maturity is the weighted-average life of the underlying bonds. For perpetual instruments, the expected maturity is 30 10years from the current date.

The guidance in SSAP No. 26—Bonds shall be followed in determining any capital gain or loss for called or tendered bonds. Under the yield-to-worst concept, bonds shall be amortized to the call or maturity date that produces the lowest value. In the event a bond has not been amortized to the lowest value prior to the call, the entire difference between the consideration received and the BACV shall be reported to investment income. As such, in such situations there shall be no capital gain or loss to allocated to the IMR. Similarly, there should be no amortization of any interest-related gain (loss) arising if a convertible bond or redeemable preferred stock is disposed of after the expected maturity date.

For purposes of the simplified grouped method, the following additional assumptions are applicable:

	For fixed income investments, other than residential mortgages and residential mortgage pass‑throughs, without a maturity date or sinking fund schedule, a maturity date 30 10 years from the current year should be used.

	For mortgage-backed/asset-backed securities, use the remaining weighted average life of principal and interest payments consistent with the prepayment assumptions determined for the investment pursuant to SSAP No. 43—Asset-Backed Securities. 

NOTE:	Amortization of current year gains (losses) should be based on prior year’s amortization factors until the current year’s table is published. Amortization of each year’s gains (losses) for future years must be based on the amortization table applicable to that year (i.e., 2006 gains (losses) use the 2006 table, 2007 gains (losses) use the 2007 table, etc.). Refer to Grouped Amortization Schedule included in this section.

The following aspects are included in the ASI – but outside of the amortization section. NAIC staff is proposing to delete. Consideration should occur on whether they should be retained. 

· Where the gain on a convertible bond or preferred stock sold while “in the money” is included in the IMR; the expected maturity date is defined as the next conversion date. “In the money” is defined to mean that the number of shares available currently or at next conversion date, multiplied by their current market price, is greater than the book/adjusted carrying value of the convertible asset. However, for a convertible bond or convertible preferred stock purchased while its conversion value exceeds its par value, any gain or (loss) realized from its sale before conversion must be excluded from the IMR and included in the AVR. Conversion value is defined to mean the number of shares available currently or at next conversion date, multiplied by the stock’s current market price.

· Capital gains (losses) arising from counterparty default or the curing of a previous counterparty default should be separately identified and credited or charged to the bond and preferred stock component of the AVR.

· Interest-rate related gains (losses) associated with the cash component of a replication (synthetic asset) transaction should be amortized in the same manner as they would be in the absence of the replication (synthetic asset) transaction.

· Interest-rate related gains (losses) associated with the derivative component of a replication (synthetic asset) transaction that is not a swap of prospectively determined interest rates should be amortized as if they arose from the replicated asset.

· Realized capital gains (losses) arising from a swap of prospectively determined interest rates constituting a component of a replication (synthetic asset) transaction should be credited or charged to the Interest Maintenance Reserve using the maturity bucket corresponding to the side of the transaction with the longest interest rate guarantee period.

Industry has proposed the following derivative guidance to replace what is currently included: 
· Capital gains (losses) arising from derivative counterparty default or the curing of a previous counterparty default should be separately identified and credited or charged to the bond and preferred stock component of the AVR. 
For RSATs:
· Gains and losses associated with the cash component of an RSAT should be credited or charged to the IMR or AVR in accordance with SSAP No. 86--Derivatives. Interest rate related IMR gains and losses shall be amortized in the same manner as they would be in the absence of the RSAT. 
· Realized capital gains (losses) arising from the derivative component of an RSAT, where the derivative is valued at amortized cost, should be credited or charged to the Interest Maintenance Reserve, using the maturity bucket corresponding to the replicated asset life.  
· Realized capital gains (losses) arising from the derivative component of an RSAT, where the RSAT and/or derivative are valued at fair value, should be credited or charged to bond and preferred stock component of the AVR. 
 



Amortization Example – Revisions Proposed:

The following is an illustration of the application of the rules governing the IMR treatment of reinsurance transactions for the ceding company.

We will make the following assumptions:

· A company has a block of business that it completely reinsures during 1993.

· The assets currently allocable to the block for investment income allocation purposes have a book/adjusted carrying value of $100 million and a market fair value of $110 million.

· Some of the assets backing the block were sold during 1992 generating an interest-rate related gain of $2 million before taxes and $1.32 million after capital gains taxes for which the IMR amortization is:

	IMR Amortization of 1992 Capital Gains

	
Year
	Amortization
($ millions)

	1992
1993
1994
1995
1996
1997
	0.202
0.383
0.310
0.231
0.144
0.050

	TOTAL
	1.320



A portion of the original gain, $.202 million, was amortized in 1992, leaving $1.118 million to be amortized in 1993 and later.

· The company pays a consideration to the reinsurer of $105 million.

· The company sells assets allocable to the block with a book/adjusted carrying value of $80 million and a market fair value of $89 million to partially fund the payment to the reinsurer. This sale generates a taxable gain of $9 million resulting in the payment of $3.06 million in capital gains taxes. The after-tax gain from these 1993 sales is amortized as follows:

	IMR Amortization of 1993 Capital Gains

	
Year
	Amortization
($ millions)

	1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
	0.261
0.570
0.618
0.677
0.743
0.808
0.772
0.630
0.469
0.291
0.101

	TOTAL
	5.940



· The remaining $19.06 million paid to the reinsurer is borrowed from other lines of business.

· Assets with a book/adjusted carrying value of $20 million and a market value of $21 million from the original block of assets allocable to the line of business remain in the company’s portfolio after the transaction is completed. If these assets were to be sold at the time of the reinsurance transaction, they would generate a before-tax capital gain of $1 million and an after-tax capital gain of $.66 million that would be amortized through the IMR as follows:

	IMR Amortization of the Hypothetical Sale of
the Remaining Assets Allocable to the Block

	
Year
	Amortization
($ millions)

	1993
1994
1995
1996
1997
1998
	0.101
0.191
0.155
0.116
0.072
0.025

	TOTAL
	0.660



Note that if these assets are actually sold at some point subsequent to the reinsurance transaction, the sale price would be different from the hypothetical price to the extent that interest rates had changed subsequent to the reinsurance transaction.

· The block is big enough to exceed the materiality threshold.

In order to calculate the IMR amortization associated with the reinsurance of the liability, it is first necessary to determine the IMR amortization from past sales attributed to the reinsured block of business and current sales incurred or the transfer of assets to provide reinsurance premium. , present and hypothetical asset sales of assets allocable to the block of business.

	IMR Amortization

	
	Asset
($ million)
	Liability
($ million)

	

Year
	Past
(Included in
P28 C1)
	Present
(Included in
P28 C2)
	

Future
	

Total
	Total
(Included in
P28 C3)

	1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
	.383
.310
.231
.144
.050
	.261
.570
.618
.677
.743
.808
.772
.630
.469
.291
.101
	.101
.191
.155
.116
.072
.025
		0.644

	0.88

	0.849

	0.821

	0.793

	0.808

	0.772

	0.63

	0.469

	0.291

	0.101


0.745
1.071
1.004
0.937
0.865
0.833
0.772
0.630
0.469
0.291
0.101
		-0.644

	-0.88

	-0.849

	-0.821

	-0.793

	-0.808

	-0.772

	-0.63

	-0.469

	-0.291

	-0.101


-0.745
-1.071
-1.004
-0.937
-0.865
-0.833
-0.772
-0.630
-0.469
-0.291
-0.101

	TOTAL
	1.118
	5.940
	0.660
	7.058
7.718
	-7.058
-7.718



The IMR amortization associated with the liability is displayed in the last column of the above table and it is simply the complement of the IMR amortization associated with the past sales attributed to the reinsured block of business and current sales incurred or the transfer of assets to provide reinsurance premiumpast, present and hypothetical future assets sales. The liability amortization should be entered in Column 3 of the IMR Amortization Worksheet of the Annual Statement of the ceding company. By definition the size of the interest-rate related gain is the total transferred to the IMR, -$7.058718 million, which should be included on Line 3 of the IMR worksheet of the ceding company as well as on the Aggregate Write-ins for Deductions on the Summary of Operations and Analysis of Operations by Lines of Business.

Reinsurance Assumed

“Assuming Company” means here the counterparty to the transactions described above for the ceding company.

Pursuant to SSAP No. 7, a U.S. domiciled reporting entity that has assumed business via a qualifying reinsurance transaction from another U.S. domiciled insurer shall set up an IMR balance that reflects an equal amount of IMR derecognized by the ceding insurance entity. This IMR recognition shall reflect the unamortized IMR balance of gains and losses from prior asset sales associated with the reinsured block of business and interest-related realized gains and losses from the current dispositions or asset transfers the ceding entity incurred to transfer the reinsurance obligation. 
The ceding entity shall provide the IMR amortization timeframe details for the derecognized IMR to the assuming entity to allow for continuation of IMR accounting, if required. In the event the reinsurance transaction is unwound, the assuming entity shall provide current information on the remaining unamortized IMR balance and amortization schedule back to the ceding entity for re-recognition of remaining IMR. If an assuming entity is not required to maintain IMR, and has not tracked IMR, the ceding entity shall re-establish an estimated IMR using reasonable methodologies, such as imputing a value from the change in market interest rates between reinsurance inception and the recapture date. 

The assuming company must set up an IMR liability adjustment of the same magnitude but complementary to the adjustment recorded by the ceding company, subject to the following requirements:

1.	Where the assuming company is required to set up a deferred profit liability or deferred loss asset and reflects zero gain (loss) at treaty date, e.g., as for assumption reinsurance, the assuming company must not set up an IMR liability adjustment. Regardless, for non-economic transactions with an affiliate, the assuming company must set up the IMR liability adjustment.

2.	The assuming company may offset a positive IMR adjustment, but not below zero, with any excess of policyholder reserves initially established by the assuming company over their re‑computed values using maximum valuation interest rates based on the original issue dates of the reinsured policies.

3.	The assuming company must increase a negative IMR adjustment, but not above zero, with any shortfall of policyholder reserves initially established by the assuming company over their re‑computed values using maximum valuation interest rates based on the original issue dates of the reinsured policies.

To determine the offset of Item 2 or 3 above, the company would need to calculate policyholder reserves on both the reported and minimum bases as of each valuation date. In lieu of this, a reporting entity may determine the offset as of the treaty effective date, express this offset as a percentage of the IMR adjustment and then apply this same percentage reduction or increase to the IMR adjustment at all subsequent valuation dates. However, whichever method is used for the particular treaty must be consistently applied at all valuation dates.

In the case of subsequent reinsurance, the retroceding reporting entity has an IMR adjustment net of the offset of Item 2 or 3 above, whereas the IMR transferred over is gross of this offset. The new reinsurer would determine its own adjustment following Item 2 or 3 above.

Upon recapture or commutation of a reinsurance arrangement where the effective date of the original arrangement was January 1, 1999 or later, the reinsurer must follow the IMR rules for reinsurance ceded and the original insurer (company recapturing the business) must follow the IMR rules for reinsurance assumed, as set forth above, for the portion of business recaptured. Otherwise, no IMR adjustment is made.

Upon reinsurance assumed, recaptured or commuted from an alien insurer (i.e., not subject to IMR), an IMR liability adjustment is required only where the assuming company, or any of its affiliates, ever held the business and subsequently reinsured the business effective January 1, 1999 or later, and currently holds an unamortized IMR liability adjustment for the business. In this case, the new IMR liability adjustment must be set equal to the complement of the unamortized IMR liability adjustment(s) currently held for the business by the assuming company or by its affiliates. An affiliate may choose to hold the complementary offsetting amount if it holds the applicable unamortized IMR liability adjustment, otherwise, the complementary offsetting amount must be held by the assuming company.


Modco and Funds Withheld Reporting 

Pursuant to SSAP No. 7, for insurers ceding business under a modified coinsurance or funds withheld agreement, the accounting for IMR depends on the terms of the reinsurance agreement. 
For agreements that stipulate that IMR is transferred to the reinsurer with ongoing realized gains and losses settled with the reinsurer as they occur, the reporting shall derecognize the IMR associated with the block of reinsured business at treaty inception consistent with paragraph 20. Reporting entities shall continue to recognize and derecognize IMR generated from any fixed-income investment sales incurred for investments held under the modco or funds withheld reinsurance agreement. The derecognition of IMR shall be included in the modco reserve or funds withheld liability embedded within ceded reserves.
For agreements that settle realized gains and losses with the reinsurer over time through inclusion of the IMR amortization, the reporting entity shall retain IMR attributed to the reinsured business and pass through the associated IMR amortization through an adjustment to the funds withheld liability or modco reserve on an ongoing basis. Reporting entities that retain IMR and pass through the amortization shall continue to recognize IMR from any fixed-income investment sales incurred for investments held under the modco or funds withheld reinsurance agreement. The amortization of this IMR shall be passed through as an adjustment to the funds withheld liability or modco reserve. 

	Component
	Cedent
	Reinsurer
	Reporting Notes

	Ceded Reserves / Reserve Credit
	Report net reserves on Page 3 - Aggregate Reserves. Include ceded amounts on reserve exhibits (e.g., Exhibit 5 - Life / Exhibit 7 - Annuity).  Modco: Reduce reserve credit by modco deposit; FWH: Report with full ceded reserves netted, with separate funds held liability.
	Page 3 shows aggregate reserves for assumed business. Assumed reserves reported in reserve exhibits. 
	Exhibits total to Page 3 Net Reserves. Schedule S Reserve Amounts Agree. 

	Modco Deposit / Cedent Payable
	Embed with policy reserves on page 3 with disclosure in Notes & Schedule S. Represents amounts owed to reinsurer but retained as assets on the cedent's investment schedules. Amount shall include net IMR attributed to the Modco assets if IMR is retained by the cedent. 
	Report as asset (Modco/FWH receivable) on page 2. Reported asset is net of IMR owed from cedent if cedent retains IMR. 
	Modco deposit should agree to assets for reinsurer per the restricted asset disclosure. 

	FWH Payable (FWH Liability)
	Report as liability  - Funds held under reinsurance treaties / amounts withheld. (For P/C entities, ties to Schedule F.) 
	Report as asset  - Funds withheld by ceding company. 
	Confirm FWH liability to reinsurer's receivable and to restricted asset disclosure. 

	Interest on Withheld Funds
	Record interest credited to reinsurer as expense - Interest on indebtedness / deductions) and increase modco payable (embedded with policy reserves). 
	Record interest as income - Aggregate Write-In: Interest on Modco/FWH and increase Modco/FWH Receivable.
	Agree to Treaty settlement calculations and disclose in Schedule S & F. 

	Realized Capital Gains/Losses on Assets Supporting Reinsurance Treaty. (Asset supporting treaty has been sold or incurred OTTI.) 
	Record realized gains/losses on invested asset schedules with allocation to IMR (Life) pursuant to SSAP No. 7. Increase FWH/Modco Payables. (Modco payable embedded in policy reserves.) 
	Recognize gains/loss as increase in FWH / Modco Receivable. 
	Reconcile to treaty settlement statements and the FWH/Modco Payable/Receivable Roll forward. 



	IMR Balance (Ending)
	If cedent retains IMR for Modco/FWH assets, the IMR balance (page 3) shall include IMR-qualifying interest-related gains/losses on the allocated Modco/FWH assets. If cedent holds IMR, amortization is recognized as income over time (reducing IMR liability).  If the cedent fully transfers IMR, the entity shall reduce the Modco Deposit / Payable. 
	If cedent transfers the IMR balance allocated to Modco/FWH assets retained by the cedent, a U.S. reinsurer's IMR balance (page 3) shall reflect the IMR transferred as well as qualifying interest-related gains/losses incurred on those assets. If reinsurer holds IMR, amortization is recognized as income over time (reducing IMR liability). 
	Only one party (cedent or reinsurer) shall hold IMR related to the Modco/FWH assets. It is an election for the cedent to transfer IMR fully or to retain IMR and transfer the IMR amortization as incurred to the reinsurer. 



	IMR Transfer 
	If cedent retains IMR for Modco/FWH assets, amortization of the allocated IMR shall be included as an adjustment to the Modco Deposit / Payable embedded with policy reserves or the FWH Payable. 
	If cedent retains IMR, amortization of the allocated IMR shall impact the reinsurer's Modco/FWH receivable shown on page 2.
	For cedent, impacts IMR Analysis (Transfer Detail), reported IMR balance and Modco Deposit Payable  embedded in Policy Reserves. For reinsurer, Impacts Modco / FWH Receivable. 

	Terminations, Including Recapture and Commutations
	Eliminate ceded reinsurance balances. Restore reserves, settle withheld payable. If IMR had been fully transferred, reinstate unamortized IMR. If IMR had been retained, eliminate allocation of amortization to Modco Deposit/Payable. 
	Eliminate assumed reserves and receivable. Recognize commutation gain/loss. If reinsurer holds IMR, provide information on unamortized IMR back to the cedent for re-recognition.  
	Eliminate impacted reinsurance balances. Any resulting gain/loss shall be recognized as a net realized capital gain or loss. 
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