Attachment __
Ref #2019-


Ref #2023-21
Statutory Accounting Principles (E) Working Group
Maintenance Agenda Submission Form
Form A

Issue: Removal of Transition Guidance from SSAP No. 92 and SSAP No. 102

Check (applicable entity):
	P/C	Life	Health
[bookmark: Check1]Modification of Existing SSAP		|X|		|X|		|X|
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Description of Issue:
On December 18, 2012, the Statutory Accounting Principles (E) Working Group adopted SSAP No. 92—Postretirement Benefits Other Than Pensions and SSAP No. 102—Pensions, which replaced SSAP No. 14—Postretirement Benefits Other Than Pensions and SSAP No. 89—Pensions. The adopted SSAPs included transition guidance that expired after 10 years. This agenda item intends to remove the unneeded transition guidance from SSAP No. 92 and SSAP No. 102. 

Existing Authoritative Literature:
The current guidance is in SSAP No. 92—Postretirement Benefits Other Than Pensions and SSAP No. 102—Pensions, and the transition guidance recommended for deletion is included in the Staff Recommendation section.

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):

Staff Recommendation: 
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and expose revisions to SSAP No. 92—Postretirement Benefits Other Than Pensions and SSAP No. 102—Pensions to remove the transition guidance that was included in the initial adoption of SSAP No. 92 and SSAP No. 102, as it is past the 10 effective period for that transition. The recommended changes are detailed below.

SSAP No. 92—Postretirement Benefits Other Than Pensions

107.	Gains or losses, prior service costs or credits (including prior service costs for non-vested participants pursuant to paragraph 37), and remaining transition assets or obligations (collectively referred to as “unrecognized items”) from prior application of SSAP No. 14 that have not yet been included in net periodic benefit cost as of December 31, 2012  shall be recognized as components of the ending balance of unassigned funds (surplus), net of tax, as of January 1, 2013 (provided that alternative transition is not elected per paragraph 108.b.). The offset to unassigned funds is reported separately as an “Aggregate Write-In for Other Than Invested Assets” or as an “Aggregate Write-In for Other Liabilities.” After recognition, the full unfunded or overfunded status or the plan shall be reflected within the financial statements. Any prepaid asset resulting from an overfunded plan shall be nonadmitted.

108.	Due to the potential impact to surplus as a result of immediately applying the accounting guidance in paragraph 107, reporting entities may elect one of the following two methods, on an individual plan basis, to recognize the transition surplus impact: 

a.	Reporting entities may elect to recognize the entire transition surplus impact calculated from applying paragraph 107, on an individual plan basis, as of January 1, 2013. 

b.	Alternatively, reporting entities may elect to recognize the entire surplus impact from applying paragraph 07, on an individual plan basis, over a period not to exceed ten (10) years. The surplus impact initially recognized as of January 1, 2013, under this transition option, and subsequently over the transition period, shall be the greater of: 

i.	Ten percent of the calculated surplus impact as of the transition date; and

ii.	Amortization  of the “unrecognized items” (defined in paragraph 107) into net periodic benefit cost, including any accelerated amortization of these items from curtailments or settlements that occur after the transition date. (If the amortization cannot be determined at transition, at a minimum, the amount amortized for “unrecognized items” during the prior year shall be utilized for this component of the calculation. If the amount recognized for transition (greater of both components in paragraph 108.b.) is subsequently determined to be less than what is amortized for the year (paragraph 108.b.ii.), the difference between what was recognized for transition, and what is amortized must immediately be recognized as an adjustment to the transition impact to unassigned funds – surplus.)

109.	If the surplus deferral (paragraph 108.b.) is elected at the transition date, subsequently, starting with the 2014 year-end financial statement, the reporting entity shall annually recognize the remaining surplus impact (collectively referred to as the “transition liability” ) on a systematic basis over a period not to exceed nine years. The minimum amount recognized each subsequent year shall be an amount that reflects the conditions within paragraph 108.b. Reporting entities that elect the transition option in paragraph 108.b. are permitted to recognize the remaining transition liability, or an amount in excess of the minimum requirement, at any time after the transition date.

110.	Reporting entities that elect the transition option in paragraph 108.b. must recognize any remaining transition liability to the extent that the plan reflects a prepaid benefit cost. (For example, if changes in circumstances have resulted with the plan reflecting an overfunded status, the remaining transition liability must be recognized to the extent that the plan is overfunded.) The transition guidance in paragraph 108.b. is not intended (on a net basis for each plan) to result in more favorable subsequent surplus OPEB positions when there are remaining unrecognized liabilities as a result of the reporting entity’s initial election for surplus deferral. Therefore, if there is a plan curtailment, settlement, or other plan amendment resulting in a reduction of benefit obligations, or net benefit obligation gains due to revisions in assumptions (e.g., discount rates) or plan experience differing from assumptions, or plan asset gains due to the actual return on plan assets exceeding the expected return on plan assets, a corresponding amount of unrecognized liability from the surplus deferral shall be recognized. For this purpose, net gains, if any, are the net aggregation of all gains and losses (excluding plan amendments that increase benefit obligations) from factors such as those listed above, determined as of a measurement or remeasurement date. This shall occur regardless if the impact from the change results with the plan being in an overfunded state, or whether the gain is recognized in earnings. The transition guidance was to provide surplus relief from the immediate surplus impact from adopting this statement, but in no instance should changes (on a net basis for each plan) attributed to OPEB plans result in more favorable, subsequent surplus positions when there are unrecognized liabilities remaining as a result of the reporting entity’s initial election for surplus deferral. (The guidance in this paragraph was originally contained within INT 13-03: Clarification of Surplus Deferral in SSAP No. 92 & SSAP No. 102 and was effective December 15, 2013.)

111.	The transition guidance in paragraphs 107-110 is specific to the transition surplus impact from initially applying this statement on January 1, 2013. Thus, this transition guidance does not apply to additional liability calculated from subsequent comparison of the fair value of plan assets to the accumulated benefit obligation, or the impact of subsequent plan amendments. 

112.	Reporting entities electing to apply the transition guidance in paragraph 108.b. must disclose the full transition surplus impact calculated from applying paragraph 107 in the first quarter statutory financial statements after the transition date and each reporting period thereafter. This disclosure shall include the initial “transition liability” calculated under paragraph 107 and the annual amortization amount of the “unrecognized items” into net periodic benefit cost. This disclosure shall include a schedule of the entity’s anticipated recognition of the remaining surplus impact over the transition period.
113.	The requirement to measure plan assets and benefit obligations as of the date of the reporting entity’s financial statement year-end is effective for financial statement years beginning January 1, 2014. (The measurement date change will be initially reflected in the December 31, 2014, financial statements.)

114.	In order to transition to a fiscal year-end measurement date, the reporting entity shall remeasure plan assets and benefit obligations as of the beginning of the fiscal year that the measurement date provisions are applied. The reporting entity shall use those new measurements to determine the effects of the measurement date change as of the beginning of the fiscal year that the measurement date provisions are applied. 

115.	The reporting entity shall measure plan assets and benefit obligations as of the beginning of the fiscal year that the measurement date provisions are applied. This would result with the following:

a.	Net periodic benefit cost for the period between the measurement date that is used for the immediately preceding fiscal year-end and the beginning of the fiscal year that the measurement date provisions are applied, exclusive of any curtailment or settlement gain or loss, shall be recognized, net of tax, as a separate adjustment of the opening balance of unassigned funds (surplus). That is, the pretax amount recognized as an adjustment to unassigned funds (surplus) is the net periodic benefit cost that without a change in measurement date otherwise would have been recognized on a delayed basis during the first interim period for the fiscal year that the measurement date provisions are applied.

b.	Any gain or loss arising from a curtailment or settlement between the measurement date that is used for the immediately preceding fiscal year-end and the beginning of the fiscal year that the measurement date provisions are applied shall be recognized in earnings in that period and not as an adjustment to unassigned funds (surplus). This provision prohibits a reporting entity from early application of the measurement date provisions when the reporting entity has issued financial statements for the prior year without recognition of such a settlement or curtailment.

c.	Other changes in the fair value of plan assets and the benefit obligations (for example, gains or losses) for the period between the measurement date that is used for the immediately preceding fiscal year-end and the beginning of the fiscal year that the measurement date provisions are applied shall be recognized, net of tax, as a separate adjustment of the opening balance of unassigned funds (surplus) for the fiscal year that the measurement date provisions are applied.

116.	Earlier application of the recognition or measurement date provisions is encouraged, however, early applications must be for all of the reporting entity’s benefit plans. If early application is elected, the transition date shall reflect the January 1st of the year in which this standard is initially applied. Retrospective application is not permitted.

SSAP No. 102—Pensions

92.	Gains or losses, prior service costs or credits (including prior service costs for non-vested participants pursuant to paragraph 11), and remaining transition assets or obligations from prior application of SSAP No. 89 (collectively referred to as “unrecognized items”) that have not yet been included in net periodic benefit cost as of December 31, 2012  shall be recognized as components of the balance of unassigned funds (surplus), net of tax, as of January 1, 2013 (provided that alternative transition is not elected per paragraph 93.b.). The offset to unassigned funds is reported separately as an “Aggregate Write-In for Other-Than-Invested Assets” or as an “Aggregate Write-In for Other Liabilities.” After recognition, the full unfunded or overfunded status of the plan shall be reflected within the financial statements.  Any prepaid asset resulting from an overfunded plan shall be nonadmitted.

93.	Due to the potential impact to surplus as a result of immediately applying the accounting guidance in paragraph 92, reporting entities may elect one of the following two methods, on an individual plan basis, to recognize the transition surplus impact: 

a.	Reporting entities may elect to recognize the entire transition surplus impact calculated from applying paragraph 92, on an individual plan basis, as of January 1, 2013. 

b.	Alternatively, reporting entities may elect to recognize the entire surplus impact from applying paragraph 92, on an individual plan basis, over a period not to exceed ten (10) years. The surplus impact initially recognized as of January 1, 2013, under this transition option, and subsequently over the transition period, shall be the greater of: 

i.	Ten percent of the calculated surplus impact as of the transition date; 

ii.	Amortization  of the “unrecognized items” (defined in paragraph 92) into net periodic pension cost, including any accelerated amortization of these items from curtailments or settlements that occur after the transition date. (If the amortization cannot be determined at transition, at a minimum, the amount amortized for “unrecognized items” during the prior year shall be utilized for this component of the calculation. If the amount recognized for transition (greater of all three components in paragraph 93.b.) is subsequently determined to be less than what is amortized for the year (paragraph 93.b.ii.), the difference between what was recognized for transition, and what is amortized must immediately be recognized as an adjustment to the transition impact to unassigned funds (surplus); 

iii.	Amount necessary to establish a total liability that is equal to any unfunded accumulated benefit obligation (the accumulated benefit obligation less the fair value of plan assets).  

94.	If the surplus deferral (paragraph 93.b.) is elected at the transition date, subsequently, starting with the 2014 year-end financial statement, the reporting entity shall annually recognize the remaining surplus impact (collectively referred to as the “transition liability” ) on a systematic basis over a period not to exceed nine years. The minimum amount recognized each subsequent year shall be an amount that reflects the conditions within paragraph 93.b. Reporting entities that elect the transition option in paragraph 93.b. are permitted to recognize the remaining transition liability, or an amount in excess of the minimum requirement, at any time after the transition date.

95.	Reporting entities that elect the transition option in paragraph 93.b. must recognize any remaining transition liability to the extent that the plan reflects a prepaid benefit cost. (For example, if changes in circumstances have resulted with the plan reflecting an overfunded status, the remaining transition liability must be recognized to the extent that the plan is overfunded.) The transition guidance in paragraph 93.b. is not intended (on a net basis for each plan) to result in more favorable, subsequent surplus pension positions when there are remaining unrecognized liabilities as a result of the reporting entity’s initial election for surplus deferral. Therefore, if there is a plan curtailment, settlement, or other plan amendment resulting in a reduction of benefit obligations, or net benefit obligation gains due to revisions in assumptions (e.g., discount rates) or plan experience differing from assumptions, or plan asset gains due to the actual return on plan assets exceeding the expected return on plan assets, a corresponding amount of unrecognized liability from the surplus deferral shall be recognized. For this purpose, net gains, if any, are the net aggregation of all gains and losses (excluding plan amendments that increase benefit obligations) from factors such as those listed above, determined as of a measurement or remeasurement date. This shall occur regardless if the impact from the change results with the plan being in an overfunded state, or whether the gain is recognized in earnings. The transition guidance was to provide surplus relief from the immediate surplus impact from adopting SSAP No. 102, but in no instance should changes (on a net basis for each plan) attributed to pension plans result in more favorable, subsequent surplus positions when there are unrecognized liabilities remaining as a result of the reporting entity’s initial election for surplus deferral. The guidance in this paragraph was originally contained within INT 13-03: Clarification of Surplus Deferral in SSAP No. 92 & SSAP No. 102 and was effective December 15, 2013.

96.	The transition guidance in paragraphs 92-95 is specific to the transition surplus impact from initially applying this statement on January 1, 2013. Thus, this transition guidance does not apply to additional liability calculated from subsequent comparison of the fair value of plan assets to the projected benefit obligation, or the impact of subsequent plan amendments. 

97.	Reporting entities electing to apply the transition guidance in paragraph 93.b. must disclose the full transition surplus impact calculated from applying paragraph 92 in the first quarter statutory financial statements after the transition date and each reporting period thereafter. This disclosure shall include the initial “transition liability” calculated under paragraph 92, the annual amortization amount of the “unrecognized items” into net periodic pension cost, the amount of the unfunded accumulated benefit obligation, and the remaining unrecognized transition impact. This disclosure shall include a schedule of the entity’s anticipated recognition of the remaining surplus impact over the transition period.

[bookmark: _Toc124504119]EXHIBIT A - IMPLEMENTATION GUIDE
Note: After transition, new “unrecognized” amounts will be reflected in the year-end funded status, but not yet reflected in unassigned funds. Therefore, additional entries will be needed at the end of each year to recognize these new “unrecognized” amounts in unassigned funds. (An example includes gains and losses that will be included in unassigned funds (surplus), but not recognized in net periodic pension cost if they do not exceed 10% of the greater of the projected benefit obligation or the fair value of plan assets.) The entries in the implementation guide focus on the transition impact, and subsequent entries for “unrecognized” items have not been included within the illustrations. 

Transition Implementation

[bookmark: _Toc124504120]1. 	Overfunded Plan with Prepaid Benefit Cost

Consideration of contributions or tax effects are not reflected in this example. 

	Example 1
	Dec. 31, 2012 
	Jan. 1, 2013 

	Accumulated Benefit Obligation
		$(6,240)
		$(6,240)

	Plus: Non-Vested Liability
		(100)*
		(100)

	Total Accumulated Benefit
Obligation
		$(6,340)
		$(6,340)

	
	
	

	Projected Benefit Obligation
		$(6,437)
		$(6,437)

	Plus: Non-Vested Liability
		(100)
		(100)

	Total PBO 
		$(6,537)
		$(6,537)

	
	
	

	Plan Assets at Fair Value
		$9,268
		$9,268

	Funded Status 
		$2,731
		$2,731

	
	
	

	Transition Obligation / (Asset)
		$36
	

	Prior Service Cost
		214
	

	Prior Service Cost (Non-Vested)
		100
	

	Unrecognized Losses / (Gains)
		2,465
	

	Total Unrecognized Items
		$2,815
	–

	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
		$5,546
		$2,731


*The amount shown for December 31, 2012 reflects the non-vested liability, which must be considered at transition under SSAP No. 102. However, the non-vested liability is not a factor in the December 31, 2012, financial statements under SSAP No. 89.

Overfunded Plan Asset and Liability for Benefits are terms to reflect the overfunded and unfunded status of the plan. For the amounts shown as of December 31, 2012, immediately prior to the effective date of the new standard, these terms reflect the balance sheet position. As overfunded plan assets are not admitted, these prepaids shall be reflected within Aggregate Write-Ins for Other-Than-Invested Assets. Transition liabilities recognized that have not been reflected through expense shall be reflected within Aggregate Write-Ins for Liabilities. 

1a. 	January 1, 2013 – Transition Date - Recognize “Unrecognized Items” 

1.	Unassigned Funds – Transition Obligation			   36
	Unassigned Funds – Prior Service Cost				  214
	Unassigned Funds – Prior Service Cost (Nonvested)		  100
	Unassigned Funds – Unrecognized Losses			2,465
Overfunded Plan Asset 							2,815
(Aggregate Write-Ins for Other-Than-Invested Assets)

For this plan, which is overfunded by more than the unrecognized liabilities, the entry at transition will be netted against the existing prepaid with an offset to unassigned funds.

2.	Change in Nonadmitted	 - Overfunded Plan Asset		2,815
	(Aggregate Write-Ins for Other-Than-Invested Assets)
Unassigned Funds							2,815

This entry illustrates the impact to the “change in nonadmitted” as a result of the decline in overfunded plan assets. For this particular example, with the transition entry to unassigned funds and the impact to nonadmitted assets, there is no surplus impact at transition. 

1b.	December 31, 2013 – Recognition of Periodic Pension Cost 
After transition, recognition of net periodic pension cost includes: 1) service cost, 2) interest cost, 3) expected return on plan assets, 4) amortization of prior service cost included in unassigned funds, 5) amortization of gains and losses, and 6) amortization of any transition asset or obligation remaining in unassigned funds. 

(Per paragraph 93, if surplus deferral is elected at transition, beginning with 2014 annual financials, the entity shall recognize the remaining surplus impact on a systematic basis over a period not to exceed the remaining nine years. As, this illustration is in an overfunded status, there is no surplus deferral. Recognition of net periodic cost, including amortization of the “unrecognized items” will occur each year regardless if surplus deferral is elected.) 

	Components of Net Periodic Cost
	Dec. 31, 2013

	
	

	Service Cost
	550

	Interest Cost
	150

	Expected Return on Plan Assets
	(250)

	Total
	450

	
	

	Amortization of:
	

	· Transition Obligation
	7.2

	· Prior Service Cost 
	42.8

	· Prior Service Cost (nonvested)
	20

	· Unrecognized Losses
	493

	Total 
	563

	
	

	Total Net Periodic Pension Cost
	1,013



1.	Net Periodic Pension Cost					1,013
Prepaid Benefit Cost							 1,013
(Aggregate Write-Ins for Other-Than-Invested Assets)

This entry recognizes the periodic pension cost with an offset to the prepaid pension asset. (A prepaid benefit cost is created when cumulative contributions to a pension plan exceed cumulative net periodic pension costs. Thus, a prepaid benefit cost can only be reduced through the recognition of pension cost.) 

2.	Overfunded Plan Asset						563
(Aggregate Write-Ins for Other-Than-Invested Assets)
Unassigned Funds – Transition Obligation				  7.2
Unassigned Funds – Prior Service Cost					42.8	
Unassigned Funds – Prior Service Cost (Nonvested)			  20		
Unassigned Funds – Unrecognized Losses				 493	

This entry recognizes the transition amounts amortized through net periodic pension cost. The offset is to unassigned funds (as unassigned funds was used for the initial recognition of the unrecognized items). As this plan continues to be overfunded, these amounts are offset to overfunded plan assets. 

3.	Change in Nonadmitted	- Prepaid Benefit Cost			1,013
	(Aggregate Write-Ins for Other-Than-Invested Assets)
Unassigned Funds							1,013

This entry illustrates the impact of the change in nonadmitted prepaid benefit cost to unassigned funds. 

4.	Unassigned Funds						563
Change in Nonadmitted – Overfunded Plan Asset			563
		(Aggregate Write-Ins for Other-Than-Invested Assets)

This entry illustrates the impact of the change in nonadmitted overfunded plan asset to unassigned funds. 

1c.	December 31, 2014 – Recognition of Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2014

	
	

	Service Cost
	2500

	Interest Cost
	1000

	Expected Return on Plan Assets
	(500)

	Total
	3000

	
	

	Amortization of:
	

	· Transition Obligation
	7.2

	· Prior Service Cost 
	42.8

	· Prior Service Cost (nonvested)
	20

	· Unrecognized Losses
	493

	Total 
	563

	
	

	Total Net Periodic Pension Cost
	3,563



Note – This example was purposely completed to show a significant amount of periodic pension cost to create an underfunded plan status. This was done strictly for illustration purposes and is not intended to indicate that such significant changes would be expected, although they could occur. 

1.	Net Periodic Pension Cost					3,563
Prepaid Benefit Cost							3,563
(Aggregate Write-In for Other-Than-Invested Assets)			

2.	Overfunded Plan Asset						1,282
Unassigned Funds – Transition Obligation				  7.2
Unassigned Funds – Prior Service Cost					42.8	
Unassigned Funds – Prior Service Cost (Nonvested)			   20		
Unassigned Funds – Unrecognized Losses				 493	
Liability for Pension Benefits						 719
(Aggregate Write-In for Other Liabilities)

This entry recognizes the transition amounts that have been recognized through net periodic pension cost, with an offset to unassigned funds. The overfunded plan asset is initially offset, until the plan reaches an unfunded status, which is then reflected through a liability for pension benefits (aggregate write-in for other liabilities). 
	
3.	Change in Nonadmitted	- Prepaid Benefit Cost			3,563
Unassigned Funds							3,563

4.	Unassigned Funds 						1,282
Change in Nonadmitted	- Overfunded Plan Asset			1,282

These entries illustrate the impact of the change in nonadmitted to unassigned funds. 

Illustration 1 – Example Paragraph 97 Note Disclosure:

SSAP No. 102 became effective January 1, 2013. This SSAP requires that any underfunded defined benefit pension amounts, as determined when the projected benefit obligation exceeds the fair value of plan assets, to be recognized as a liability under SSAP No. 5R. Such liability is required to be reported in the first quarter statutory financial statement after the transition date with a corresponding entry to unassigned funds. The adoption of SSAP No. 102 did not have a surplus impact on ABC entity as the pension plan was overfunded by more than the transition liabilities. At transition, ABC entity recognized $2,815 in unrecognized transition obligations, prior service costs, and unrecognized losses as components of the ending balance of unassigned funds as of January 1, 2013. This recognition resulted in a financial presentation which reflects the actual $2,731 overfunded status of the plan (fair value of plan assets exceeds the projected benefit obligation) as of January 1, 2013. As required under SSAP No. 102, overfunded plan assets are nonadmitted. 

**For purposes of this example, tax effects are not reflected. However, the amount recognized at transition as components of the unassigned funds shall be net of tax. 

The following provides the status of the pension plan as of December 31, 2012, and the transition date (January 1, 2013): 

	Example 1
	Dec. 31, 2012 
	Jan. 1, 2013 

	Accumulated Benefit Obligation
		$(6,240)
		$(6,240)

	Plus: Non-Vested Liability
		(100)
		(100)

	Total Accumulated Benefit
Obligation
		$(6,340)
		$(6,340)

	
	
	

	Projected Benefit Obligation
		$(6,437)
		$(6,437)

	Plus: Non-Vested liability
		(100)
		(100)

	Total PBO 
		$(6,537)
		$(6,537)

	
	
	

	Plan Assets at Fair Value
		$9,268
		$9,268

	Funded Status 
		$2,731
		$2,731

	
	
	

	Transition Obligation / (Asset)
		$36
	

	Prior Service Cost
		214
	

	Prior Service Cost (Non-Vested)
		100
	

	Unrecognized Losses / (Gains)
		2,465
	

	Total Unrecognized Items
		$2,815
	–

	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
		$5,546
		$2,731



In the March 31, 2013, financial statements, the $2,731 overfunded plan assets was reflected as follows:

· Prepaid Benefit Cost 		$5,546 (nonadmitted)
· Overfunded Plan Asset	$(2,815) (nonadmitted)

These amounts are reported net in Aggregate Write-Ins for Other-Than-Invested Assets:  $2,731

Illustration of Example 1 – Overfunded Plan with Prepaid Benefit Cost  

	
	Aggregate Write-In for Other-Than-Invested Assets
	
Nonadmitted Assets
	
Unassigned Funds
	
Periodic Pension Cost
	Aggregate
Write-In for Other Liabilities

	
	Prepaid Benefit Cost
	Overfunded Plan Asset
	
	
	
	

	Existing Balances
12/31/2012
	5,546DR
	
	5,546CR
	
	
	

	Transition Entries – 1/1/2013

	A
B
	

	2,815CR
	
2,815DR
	2,815DR
2,815CR
	

	

	After Transition
	5,546DR
	2,815CR
	2,731CR
	–
	
	

	After Transition -Net
	2,731DR
	2,731CR
	–
	
	

	A – Recognize “unrecognized items” existing at 1/1/13 transition date (gains or losses, prior service costs or credits, and transition assets or obligations). For this plan, which is overfunded by more than the unrecognized liabilities, the entry at transition will be netted against the existing overfunded plan asset with an offset to unassigned funds. 

B – Illustrates the impact to the “change in nonadmitted” as a result of the decline in overfunded plan assets. For this particular example, with the transition entry to unassigned funds and the impact to nonadmitted assets, there is no surplus impact at transition. At transition, the net balance in aggregate write-ins reflects the overfunded state of the plan.

	Recognition of Net Periodic Pension Cost – 12/31/2013

	C
D
E
F
	1,013CR

	
563DR
	

1,013DR
563CR
	
563CR
1,013CR
563DR
	1,013DR


		

	Net Impact



	450CR
	450DR
	1,013CR
	1,013DR
	

	Ending Balances
	4,533 DR
	2,252CR
	2,281CR
	1,013CR
	1,013DR
	

	Ending Balances-Net
	2,281DR
	2,281CR
	–
	
	

	C – Reflects the periodic pension cost with an offset to the prepaid pension asset. 

D – Recognizes the transition amounts amortized through net periodic pension cost. The offset it to unassigned funds (as that was how the “unrecognized items” were recognized at transition). 

E/F – Reflects the change in nonadmitted assets to unassigned funds.

	Recognition of Net Periodic Pension Cost – 12/31/2014

	G
H
I
J
	3,563CR

	
1,282DR
	

3,563DR
1,282CR
	
563CR
3,563CR
1,282DR
	3,563DR



	
719CR

	Net Impact
	2,281CR
	2,281DR
	2,844CR
	3,563DR
	719CR

	Ending Balances
	970 DR
	970 CR
	–
	2,844CR
	3,563DR
	

	Ending Balances - Net
	–
	–
	719DR
	
	719CR

	G/H – Reflects the periodic pension cost with an offset to the prepaid pension asset. As no contributions have been made, the 2014 pension cost moves the plan from an overfunded to underfunded state. The overfunded plan asset credit is reduced to equally offset the remaining prepaid benefit cost of $970.  The underfunded status is then reflected through a liability for pension benefits (aggregate write-in for other liabilities). 

I/J – Reflects the change in nonadmitted assets to unassigned funds.



2.	Underfunded Plan with Accrued Benefit Cost 

Consideration of contributions or tax effects are not reflected in this example. 

	Example 2
	Dec. 31, 2012 
	Jan. 1, 2013 

	Accumulated Benefit Obligation
		$(2,015)
		$(2,015)

	Plus: Non-Vested Liability
		(60)*
		(60)

	Total Accumulated Benefit
Obligation
		$(2,075)
		$(2,075)

	
	
	

	Projected Benefit Obligation
		$(2,268)
		$(2,268)

	Plus: Non-Vested Liability
		(60)
		(60)

	Total PBO 
		$(2,328)
		$(2,328)

	
	
	

	Plan Assets at Fair Value
		$1,992
		$1,992

	Funded Status 
		$(336)
		$(336)

	
	
	

	Transition Obligation / (Asset)
		$(544)
	

	Prior Service Cost / (Credit)
		(494)
	

	Prior Service Cost (Non-Vested)
		60
	

	Unrecognized Losses / (Gains)
		926
	

	Total Unrecognized Items
		$(52)
	–

	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
		$(388)
		$(336)


*The amount shown for December 31, 2012, reflects the non-vested liability, which must be considered at transition under SSAP No. 102. However, the non-vested liability is not a factor in the December 31, 2012, financial statements under SSAP No. 89.

Overfunded Plan Asset and Liability for Benefits are terms to reflect the overfunded and underfunded status of the plan. For the amounts shown as of December 31, 2012, immediately prior to the effective date of the new standard, these terms reflect the balance sheet position. As overfunded plan assets are not admitted, these prepaids shall be reported within Aggregate Write-Ins for Other-Than-Invested Assets. Transition liabilities recognized that have not been reflected through expense shall be reported within Aggregate Write-Ins for Liabilities. 

2a.	January 1, 2013 – Transition Date - Recognize “Unrecognized Items” 

1.	Liability for Pension Benefits					  52
(Aggregate Write-In for Liabilities)
Unassigned Funds – Prior Service Cost (Nonvested)		  60
	Unassigned Funds – Unrecognized Losses			 926
Unassigned Funds – Transition Asset				   	544
Unassigned Funds – Prior Service Credit					494

For this plan, which is underfunded but has a net unrecognized asset, at transition the entity will improve their surplus presentation by $52 through a contra-liability.  Use of the contra-liability is necessary, as if the item were recorded as an asset, it would be nonadmitted and result in a surplus reduction. Although there is a net unrecognized asset, this plan is in an underfunded state.

2b.	December 31, 2013 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2012 

	
	

	Service Cost
	250

	Interest Cost
	100

	Expected Return on Plan Assets
	(50)

	Total
	300

	Amortization of:
	

	· Transition Obligation (Asset)
	(272)

	· Prior Service Cost / (Credit)
	(247)

	· Prior Service Cost (nonvested)
	30

	· Unrecognized Losses
	463

	Total 
	(26)

	Total Net Periodic Pension Cost
	274



1.	Unassigned Funds – Transition Asset	272
Unassigned Funds – Prior Service Credit	247
Unassigned Funds – Prior Service Cost (Nonvested)	30	
Unassigned Funds – Unrecognized Losses	463
Liability for Pension Benefits	26	
	(Aggregate Write-In for Liabilities)

This entry occurs to amortize the transition items. Due to the nature of the unrecognized items (net asset – recorded as a contra-liability), this entry reverses the original entry to remove the portion that will be amortized into periodic pension cost for the current period.  

2.	Net Periodic Pension Cost	274
Accrued Benefit Cost	274

This entry recognizes the net periodic pension cost for the service cost, interest cost, expected return on plan assets and the amortization of the unrecognized items. 

Note: All references to “accrued benefit cost” represent an unpaid expense liability, these amounts wills be reflected within general expenses due and accrued (life) or LAE/Other Underwriting expenses (p/c). 

Note: 	This example uses a 2-year amortization period of the “unrecognized items.” In actuality, amortization periods of each item will vary. Disclosures shall continue to separately present these items.  

2c.	December 31, 2014 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2014 

	
	

	Service Cost
	2500

	Interest Cost
	1000

	Expected Return on Plan Assets
	(500)

	Total
	3,000

	Amortization of:
	

	· Transition Obligation / (Asset)
	(272)

	· Prior Service Cost / (Credit)
	(247)

	· Prior Service Cost (nonvested)
	30

	· Unrecognized Losses
	463

	Total 
	(26)

	Total Net Periodic Pension Cost
	2,974



1.	Unassigned Funds – Transition Asset				272
Unassigned Funds – Prior Service Credit				247
Unassigned Funds – Prior Service Cost (Nonvested)			    30	
Unassigned Funds – Unrecognized Losses				  463
Liability for Pension Benefits						    26	
	(Aggregate Write-In for Liabilities)
			
This entry occurs to amortize the transition items. Due to the nature of the unrecognized items (net asset – recorded as a contra-liability), this entry reverses the original entry to remove the portion that will be amortized into periodic pension cost for the current period.  

2.	Net Periodic Pension Cost					2,974
Accrued Benefit Cost							2,974

This entry recognizes the net periodic pension cost for the service cost, interest cost, expected return on plan assets and the amortization of the unrecognized items. 

Illustration 2 – Paragraph 97 Example Note Disclosure:

SSAP No. 102 became effective January 1, 2013. This SSAP requires that any underfunded defined benefit pension amounts, as determined when the projected benefit obligation exceeds the fair value of plan assets, to be recognized as a liability under SSAP No. 5R. Such liability is required to be reported in the first quarter statutory financial statement after the transition date with a corresponding entry to unassigned funds. At transition, ABC entity recognized a net $52 asset from unrecognized transition obligations/assets, prior service costs/credits, and unrecognized gains/losses as a component of the ending balance of unassigned funds as of January 1, 2013. This net impact was reflected as a contra-liability as the plan is in an underfunded state. 

**For purposes of this example, tax effects are not reflected. However, the amount recognized at transition as components of the unassigned funds shall be net of tax. 

The following provides the status of the pension plan as of December 31, 2012, and the transition date (January 1, 2013):

	Example 2
	Dec. 31, 2012 
	Jan. 1, 2013 

	Accumulated Benefit Obligation
		$(2,015)
		$(2,015)

	Plus: Non-Vested Liability
		(60)
		(60)

	Total Accumulated Benefit
Obligation
		$(2,075)
		$(2,075)

	
	
	

	Projected Benefit Obligation
		$(2,268)
		$(2,268)

	Plus: Non-Vested Liability
		(60)
		(60)

	Total PBO 
		$(2,328)
		$(2,328)

	
	
	

	Plan Assets at Fair Value
		$1,992
		$1,992

	Funded Status 
		$(336)
		$(336)

	
	
	

	Transition Obligation / (Asset)
		$(544)
	

	Prior Service Cost / (Credit)
		(494)
	

	Prior Service Cost (Non-Vested)
		60
	

	Unrecognized Losses / (Gains)
		926
	

	Total Unrecognized Items
		$(52)
	–

	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
		$(388)
		$(336)



[bookmark: OLE_LINK1][bookmark: OLE_LINK2]In the March 31, 2013, financial statements, underfunded pension obligations were reflected as follows:

· Accrued Benefit Cost - $388
· Liability for Pension Benefits (Aggregate Write-In for Liabilities) - ($52)

Illustration of Example 2 – Underfunded Plan with Accrued Benefit Cost 

	
	Net Periodic Cost (Expense Recognition)
	
Unassigned Funds
	
Aggregate Write-In
for Liabilities
	

Accrued Benefit Cost

	Existing Balance – 12/31/2012
	388DR
	
	388CR

	
	
	
	

	Transition Entries – 1/1/2013
	
	
	

	A
	
	52CR
	52DR
	

	After Transition
	
	336DR
	52DR
	388CR

	

	A.	Recognize “unrecognized” items at transition. The above entry reflects the “net” impact, resulting with an unrecognized net asset (contra-liability) and an increase to the surplus presentation. (This unrecognized net asset is reflected as a contra-liability as it does not reflect a prepaid for the overfunding of plan assets. If this was reflected as an asset, it would be nonadmitted.) 

	Recognition of Net Periodic Pension Cost – 12/31/2013
	
	

	B

C
	

274 DR
	26 DR
	26 CR
	

274 CR

	B.	Entry amortizes the transition items (entry is shown net.) Due to the nature of the unrecognized items, (net asset, recorded as a contra-liability), this entry reverses the original entry to remove the portion that will be amortized into net periodic pension cost for the current period. 

C.	Entry recognizes the net periodic pension cost, interest cost, expected return on plan assets, and the amortization of the unrecognized items.

	Recognition of Net Periodic Pension Cost – 12/31/2014
	
	

	D

E
	

2,974 DR
	26 DR
	26 CR
	

2,974 CR

	D.	Entry occurs to amortize the transition items (entry is shown net). Due to the nature of the unrecognized items, (net asset, recorded as a contra-liability), this entry reverses the original entry to remove the portion that will be amortized into net periodic pension cost for the current period.

E.	Entry recognizes net periodic pension cost the service cost, interest cost, expected return on plan assets and the amortization of the unrecognized items.



[bookmark: _Toc124504122]3.	Underfunded Plan with Accrued Benefit Cost with Surplus Deferral Elected 

Consideration of contributions or tax effects are not reflected in this example. 

	Example 3
	Dec. 31, 2012 
	Jan. 1, 2013

	Accumulated Benefit Obligation
		$(1,819)
		$(1,819)

	Plus: Non-Vested Liability
		(103)*
		(103)

	Total Accumulated Benefit
Obligation
		$(1,922)
		$(1,922)

	
	
	

	Projected Benefit Obligation
		$(2,099)
		$(2,099)

	Plus: Non-Vested Liability
		(103)
		(103)

	Total PBO as of January 1, 2012
		$(2,202)
		$(2,202)

	
	
	

	Plan Assets at Fair Value
		$0
		$0

	Funded Status 
		$(2,202)
		$(2,202)

	
	
	

	Transition Obligation / (Asset)
		$0
	

	Prior Service Cost
		0
	

	Prior Service Cost (Non-Vested)
		103
	

	Unrecognized Losses / (Gains)
		440
	

	Total Unrecognized Items
		543
	–

	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
		$(1,659)
		$(1,922)


* The amount shown for December 31, 2012, reflects the non-vested liability, which must be considered at transition under SSAP No. 102. However, the non-vested liability is not a factor in the December 31, 2012, financial statements under SSAP No. 89.

Overfunded Plan Asset and Liability for Benefits are terms to reflect the overfunded and underfunded status of the plan. For the amounts shown as of December 31, 2012, immediately prior to the effective date of the new standard, these terms reflect the balance sheet position. As overfunded plan assets are not admitted, these prepaids shall be reflected within Aggregate Write-Ins for Other-Than-Invested Assets. Transition liabilities recognized that have not been reflected through expense shall be reflected within Aggregate Write-Ins for Liabilities. 

As illustrated above, the liability for pension benefits as of January 1, 2013, does not equal the underfunded plan status as the entity elected the transition deferral. Rather, the liability for pension benefits equals, at a minimum, the accumulated benefit obligation (ABO) less the plan asset at fair value. (Minimum transition liability that equals the ABO is required in accordance with paragraph 93.) After the transition period, the net overfunded plan asset / (liability for benefits) should equal the funded status of the plan. 

3a.	January 1, 2013 – Transition Date - Recognize “Unrecognized Items” 

In accordance with paragraph 93, the surplus impact initially recognized as of January 1, 2013 under the transition option, and subsequently over the transition period, shall be the greater of:

	
	Minimum Transition Liability
	

	
	
	

	93.b.i.
	10% of Calculated Surplus Impact
	54.3

	
	
	

	93.b.ii.
	Anticipated Annual Amortization of “Unrecognized Items” (Assumes 5-year Uniform Amortization)
	108.6

	
	
	

	93.b.iii.
	Difference Between ABO and Accrued Benefit Cost
	263

	
	
	

	
	Transition Liability
	263



Note: Amortization of the unrecognized items (paragraph 93.b.ii.) may not be determinable at transition. If the amortization amount that will be recognized year-end 2013 is unknown at the transition date, at a minimum, the amount amortized for “unrecognized items” during the prior year shall be utilized for the component in paragraph 93.b.ii. of the minimum transition liability. If the amount recognized for transition (greater of all three components in paragraph 93.b.) is subsequently determined to be less than what is amortized for the year (paragraph 93.b.ii.), the difference between what was recognized for transition, and what is amortized must immediately be recognized as an adjustment to the transition impact to unassigned funds – surplus.)

January 1, 2013 – Transition Date:

Reversal of Additional Minimum Liabilities/Intangible Plan Assets: As this plan has an unfunded ABO, following the guidance under SSAP No. 89, the entity had recognized an additional minimum liability and corresponding admitted intangible asset. As the concept of an additional minimum liability has been eliminated from SSAP No. 102, at transition these amounts are eliminated, with the determination of the overfunded/unfunded projected benefit obligation calculated subsequent to the elimination. 

Balances as of 12/31/2012 under SSAP No. 89:
Accumulated Benefit Obligation:  		 $1,819
Accrued Liability:				 $1,659
SSAP No. 89 Additional Minimum Liability:	 $160
SSAP No. 89 Admitted Intangible Asset:	 $160

Unassigned Funds	160
Intangible Asset	160

Additional Minimum Liability	160
Unassigned Funds	160

Application of SSAP No. 102 – Recognition of Unfunded Status with Surplus Deferral:

1. Unassigned Funds – Transition Liability	263
Liability for Pension Benefits		263
(Aggregate Write-In for Liabilities)

This entry represents the minimum transition liability required to be recognized at the transition date. As noted within the transition guidance, an entity may elect to transition the surplus impact over a period not to exceed 10 years. Paragraph 93 provides the specifications on the minimum liability recognized at transition. As this transition liability amount has yet to be recognized through expense (periodic cost), the liability is reflected through “aggregate write-ins for liabilities.” 

3b.	December 31, 2013 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2013 

	
	

	Service Cost
	250

	Interest Cost
	100

	Expected Return on Plan Assets
	(50)

	Total
	300

	Amortization of:
	

	· Prior Service Cost (nonvested)
	20.6

	· Unrecognized Losses
	88

	Total 
	108.6

	Total Net Periodic Pension Cost
	408.6



1.	Liability for Pension Benefits					 108.6
	(Aggregate Write-In for Liabilities)
Unassigned Funds – Prior Service Cost (Nonvested)			20.6	
Unassigned Funds – Unrecognized Losses				  88
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the original transition entry for the amount that will be amortized into periodic pension cost for the current period.  

2.	Net Periodic Pension Cost					408.6
Accrued Benefit Cost							408.6

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the unrecognized items. 

Note: 	Although the entity elected the transition option for surplus deferral, and the guidance allows up to 10 years for deferral, an entity must continue to recognize a minimum amount of the transition liability as determined in accordance with paragraph 93.b. This requires the entity to recognize an amount that is at the greater of either 10% of the initial surplus impact or the amortization of the unrecognized items in effect at transition. 

In this example, the entity will only receive a 3-year deferral – This illustration assumes 5-year uniform amortization of the transition amounts into expense for illustration purposes only. In practice, the minimum transition liability amounts may not be determinable until the expense is calculated in each future year: 

	
Surplus Impact at Transition
	
	Prior Service Cost
	Unrealized Losses
	

	
	
	
	
	

	Transition Liability:
	543
	103
	440
	

	Amount Recognized Jan. 1, 2013
	(263)
	
	
	

	Remaining Transition Liability
	280
	
	
	

	
	
	
	
	Remaining
Transition Liability

	Minimum Transition Liability:  
	
	Anticipated Amortization:
	

	2014
	108.6
	20.6
	88
	171.4

	2015
	108.6
	20.6
	88
	62.8

	2016
	62.8
	12
	50.8
	–



3c.	December 31, 2014 – Recognition of Transition Liability:

1. Unassigned Funds – Transition Liability				108.6
Liability for Pension Benefits						108.6
(Aggregate Write-In for Liabilities)

This entry represents the minimum transition liability required to be recognized at the subsequent date.

3d.	December 31, 2014 – Recognition of Net Periodic Benefit Cost 

	Components of Net Periodic Cost
	Dec. 31, 2014

	
	

	Service Cost
	50

	Interest Cost
	30

	Expected Return on Plan Assets
	(35)

	Total
	45

	Amortization of:
	

	· Prior Service Cost (nonvested)
	20.6

	· Unrecognized Losses
	88

	Total 
	108.6

	Total Net Periodic Pension Cost
	153.6



1. Liability for Pension Benefits					 108.6
(Aggregate Write-In for Liabilities)
Unassigned Funds – Prior Service Cost (Nonvested)			20.6	
Unassigned Funds – Unrecognized Losses				  88
		
2. Net Periodic Pension Cost					153.6
Accrued Benefit Cost							153.6

This entry illustrates the December 2014 entries. The first removes the liability recognized for transition so that it could be recycled through expense, with the second recognizing net periodic cost (including the amortization of the unrecognized items.) 
 
3e.	December 31, 2015 – Activity within the pension plan has resulted with an overfunded plan. 

As required under paragraph 93, if the fair value of plan assets had changed so that the plan was in an overfunded status, the transition liability would also be impacted with accelerated recognition to the extent the plan is in an overfunded status: 

	Components of Net Periodic Cost
	Dec. 31, 2015

	
	

	Service Cost
	100

	Interest Cost
	75

	Expected Return on Plan Assets
	(50)

	Total
	125

	Amortization of:
	

	· Prior Service Cost (nonvested)
	20.6

	· Unrecognized Losses
	88

	Total 
	108.6

	Total Net Periodic Pension Cost
	233.6



Recognition of Remaining Transition Liability and Net Periodic Pension Cost:

1. Unassigned Funds – Transition Liability				171.40
Liability for Pension Benefits						171.40
(Aggregate Write-In for Liabilities)

This entry illustrates the immediate recognition of the remaining transition liability

2. Liability for Pension Benefits					 108.6
(Aggregate Write-In for Liabilities)
Unassigned Funds – Prior Service Cost (Nonvested)			   20.6
Unassigned Funds – Unrecognized Losses				      88

This entry reflects the amortization into net periodic pension cost of the “unrecognized items” within unassigned funds. Amortization has not changed with the recognition of the remaining transition liability.
	
3. Net Periodic Pension Cost					233.60
Accrued Benefit Cost							233.60

Recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets, and the amortization of unrecognized items. 

4. Accrued Benefit Cost						    2,456
Prepaid Benefit Cost						       844
(Aggregate Write-In – Assets)
Cash – Contribution							3,300

This entry recognizes the cash contribution, the elimination of the accrued benefit cost and the establishment of the prepaid benefit cost from the contribution. 

5. Liability for Pension Benefits					      217
Overfunded Plan Asset							217
Since the plan is now in a net overfunded status, the liability for pension benefits is reduced to zero, and offset to the overfunded pension asset (contra-asset).


6. Unassigned Funds (Change in Nonadmitted)			844
Prepaid Benefit Cost (Nonadmitted)					844

This entry recognizes the prepaid benefit cost that is nonadmitted and the underlying impact on unassigned funds. 

7. Overfunded Plan Asset (Nonadmitted)				 217
	Unassigned Funds (Change in Nonadmitted)				217

This entry illustrates the impact of the change in nonadmitted overfunded plan asset to unassigned funds.

Example 3 - Comprehensive Illustration 

Consideration of contributions or tax effects are not reflected in the example. 
	

	Underfunded Plan With Accrued Benefit Cost - Surplus Deferral Elected

	
	
	
	
	
	
	

	
	
	12/31/2012
	1/1/2013
	12/31/2013
	12/31/2014
	12/31/2015

	ABO
	
	(1,819)
	(1,819)
	(2,019)
	(2,049)
	(2,079)

	Non-Vested Liability
	
	(103)
	(103)
	(103)
	(103)
	(103)

	Total ABO
	A
	(1,922)
	(1,922)
	(2,122)
	(2,152)
	(2,182)

	 
	
	
	
	
	
	

	PBO
	B
	(2,099)
	(2,099)
	(2,399)
	(2,444)
	(2,569)

	Non-Vested Liability
	C
	(103)
	(103)
	(103)
	(103)
	(103)

	Total PBO
	D
	(2,202)
	(2,202)
	(2,502)
	(2,547)
	(2,672)

	 
	
	
	
	
	
	

	Plan Assets at Fair Value
	E
	–
	–
	–
	–
	3,300

	Funded Status
	F
	(2,202)
	(2,202)
	(2,502)
	(2,547)
	628

	 
	
	
	
	
	
	

	Items Not Recognized in Unassigned Funds

	Transition Obligation (Asset)
	
	–
	–
	–
	–
	–

	Prior Service Cost
	
	–
	–
	–
	–
	–

	Prior Service Cost Non-Vested
	G
	103
	–
	–
	–
	–

	Unrecognized Losses (Gains)
	H
	440
	–
	–
	–
	–

	Total Unrecognized Items
	I
	543
	–
	–
	–
	–

	Transition Items - Aggregate WI
	J
	
	(263)
	
	(109)
	(171)

	Unassigned Funds - Transition
	K
	
	
	109
	109
	109

	Periodic Pension Cost
	L
	
	
	(300)
	(45)
	(125)

	Periodic Pension Cost - Amort.
	M
	
	
	(109)
	(109)
	(109)

	Contribution
	N
	
	–
	–
	–
	3,300

	Overfunded Plan Asset
	O
	(1,659)
	(1,922)
	(2,222)
	(2,376)
	628

	(Liability for Benefits)
	
	
	
	
	
	

	Unrecognized Transition Items
	P
	
	(280)
	(280)
	(171)
	–

	Funded Status
	Q
	
	(2,202)
	(2,502)
	(2,547)
	628

	Liability Reported Beg of Year
	R
	
	(1,659)
	(1,922)
	(2,222)
	(2,375)

	Recognized Transition Items
	S
	
	(263)
	
	(109)
	(171)

	Unassigned Funds
	T
	
	
	109
	109
	109

	Net Periodic Pension Cost
	U
	
	–
	(409)
	(154)
	(235)

	Contribution
	V
	
	–
	–
	
	3,300

	Accrued/Prepaid End of Year
	W
	(1,659)
	(1,922)
	(2,222)
	(2,375)
	628

	Unrecognized Items
	X
	
	(280)
	(280)
	(171)
	0

	Funded Status
	Y
	
	(2,202)
	(2,502)
	(2,547)
	628

	Reporting Lines:
	 
	
	
	
	
	

	Accrued Benefit Cost
	Z
	1,659
	1,659
	2,068
	2,221
	0

	Aggregate WI – Net Asset
	AA
	
	
	
	
	628

	Aggregate WI - Liability
	BB
	
	263
	154
	154
	0

	Total Liability/(Asset) Reported 
	CC
	1,659
	1,922
	2,222
	2,376
	(628)

	Unfunded/(Overfunded) Status
	DD
	
	2,202
	2,502
	2,547
	(628)

		Liability Not Reported
	EE
	
	280
	280
	171
	0



	Underfunded Plan with Accrued Benefit Cost - Surplus Deferral Elected 

	
	
	
	
	
	
	
	
	

	Jan. 1, 2013 - Transition
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Entry A - Recognize Minimum Transition Liability
	
	

	
	
	
	
	
	
	
	
	

	
	
	Unassigned Funds
	
	263 
	
	

	
	
	
	Liability for Pension Benefits
	
	263 
	

	
	
	
	(Aggregate Write-In for Liabilities)
	
	

	
	
	
	
	
	
	
	
	

	Dec. 31, 2013 - Recognize Periodic Pension Cost
	
	

	
	
	
	
	
	
	
	
	

	
	Entry A - Reverses portion of transition entry for the amount that will be amortized into periodic cost for the period.
	

	
	
	
	
	
	
	
	
	

	
	
	Liability for Pension Benefits
	109 
	
	

	
	
	(Aggregate Write-In for Liabilities)
	
	
	

	
	
	
	Unassigned Funds
	
	109 
	

	
	
	
	
	
	
	
	
	

	
	Entry B - Recognize net periodic cost
	

	
	
	
	
	
	
	
	
	

	
	
	Net Periodic Cost
	409 
	
	

	
	
	
	Accrued Benefit Cost
	
	409 
	

	
	
	
	
	
	
	
	
	

	Dec. 31, 2014 - Recognize Transition and Periodic Pension Cost
	

	
	
	
	
	
	
	
	
	

	
	Entry A  - Recognize transition liability
	

	
	
	
	
	
	
	
	
	

	
	
	Unassigned Funds
	
	109 
	
	

	
	
	
	Liability for Pension Benefits
	
	109 
	

	
	
	
	(Aggregate Write-In for Liabilities)
	
	

	
	
	
	
	
	
	
	
	

	
	Entry B - Reverses portion of transition entry for the amount that will be amortized into periodic cost for the period.
	

	
	
	
	
	
	
	
	
	

	
	
	Liability for Pension Benefits
	109 
	
	

	
	
	(Aggregate Write-In for Liabilities)
	
	
	

	
	
	
	Unassigned Funds
	
	109 
	

	
	
	
	
	
	
	
	
	

	
	Entry C - Recognize net periodic cost
	

	
	
	
	
	
	
	
	
	

	
	
	Net Periodic Cost
	154 
	
	

	
	
	
	Accrued Benefit Cost
	
	154 
	

	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
Dec. 31, 2015 - Recognize Transition and Periodic Pension Cost
	

	
	
	
	
	
	
	
	
	

	
	Entry A  - Recognize transition liability
	

	
	
	
	
	
	
	
	
	

	
	
	Unassigned Funds
	
	171 
	
	

	
	
	
	Liability for Pension Benefits
	
	171 
	

	
	
	
	(Aggregate Write-In for Liabilities)
	
	

	
	
	
	
	
	
	
	
	

	
	Entry B - Reverses portion of transition entry for the amount that will be amortized into periodic cost for the period.
	

	
	
	
	
	
	
	
	
	

	
	
	Liability for Pension Benefits
	109 
	
	

	
	
	(Aggregate Write-In for Liabilities)
	
	
	

	
	
	
	Unassigned Funds
	
	109 
	

	
	
	
	
	
	
	
	
	

	
	Entry C - Recognize net periodic cost
	

	
	
	
	
	
	
	
	
	

	
	
	Net Periodic Cost 
	234 
	
	

	
	
	
	Accrued Benefit Cost
	
	234 
	

	
	
	
	
	
	
	
	
	

	
	Entry D - Recognize Cash Contribution
	

	
	
	
	
	
	
	
	
	

	
	
	Accrued Benefit Cost
	2,456 
	
	

	
	
	Prepaid Benefit Cost
	
	844 
	
	

	
	
	(Aggregate Write-In Assets)
	
	
	

	
	
	
	Cash Contribution
	
	3,300 
	

	
	
	
	
	
	
	
	
	

	
	Entry E – Reduce Liability to Zero and Record Overfunded Plan Asset
	

	
	
	
	
	
	
	
	
	

	
	
	Liability for Pension Benefits
	217 
	
	

	
	
	
	Overfunded Plan Asset
	
	217 
	

	
	
	
	
	
	
	
	
	

	
	Entry F – Recognize Nonadmitted Asset – Prepaid Benefit Cost
	

	
	
	
	
	
	
	
	
	
	

	
	
	Unassigned Funds 
	844
	
	

	
	
	(Change in Nonadmitted)
	
	
	

	
	
	
	Prepaid Benefit Cost (Nonadmitted)
	844
	

	
	
	
	
	
	

	
	Entry G – Recognize Nonadmitted Asset – Overfunded Plan Asset
	

	
	
	
	
	
	
	
	
	
	

	
	
	Overfunded Plan Asset (Nonadmitted)
	217
	
	

	
	
	
	Unassigned Funds (Change in Nonadmitted)
	217
	

	
	
	
	
	
	



Illustration 3 – Paragraph 97 Example Note Disclosure – March 31, 2013:

SSAP No. 102 became effective January 1, 2013. This SSAP requires that any underfunded defined benefit pension amounts, as determined when the projected benefit obligation exceeds the fair value of plan assets, to be recognized as a liability under SSAP No. 5R. Such liability is required to be reported in the first quarter statutory financial statement after the transition date with a corresponding entry to unassigned funds. ABC entity elected to utilize the minimum transition option reflected in paragraph 93 of SSAP No. 102. The SSAP requires initial transition liability to be the greater of paragraphs 93.b.i, 93.b.ii., and 93.b.iii.: 

	
	Minimum Transition Liability
	

	
	
	

	93.b.i.
	10% of Calculated Surplus Impact
	54.3

	
	
	

	93.b.ii.
	Annual Amortization of “Unrecognized Items” 
(Assumes 5-year Uniform Amortization)
	108.6

	
	
	

	93.b.iii.
	Difference Between ABO and Accrued Benefit Cost
	263

	
	
	

	
	 Minimum Transition Liability
	263



Note - Amortization of the unrecognized items (paragraph 93.b.ii.) may not be determinable at transition. If the amortization amount that will be recognized year-end 2013 is unknown at the transition date, at a minimum, the amount amortized for “unrecognized items” during the prior year shall be utilized for the component in paragraph 93.b.ii. of the minimum transition liability. If the amount recognized for transition (greater of all three components in paragraph 93.b.) is subsequently determined to be less than what is amortized for the year (paragraph 93.b.ii.), the difference between what was recognized for transition, and what is amortized must immediately be recognized as an adjustment to the transition impact to unassigned funds – surplus.

Although the entity elected the transition option for surplus deferral, and SSAP No. 102 allows up to 10 years for deferral, an entity must continue to recognize a minimum amount of the transition liability as determined in accordance with paragraph 93.b. This requires the entity to recognize each year an amount that is at least equal to the amortization of the unrecognized items in effect at transition. Although the amortization of the transition items into future expenses (paragraph 93.b.ii.) may not be fully determinable at the time of transition (as they are dependent on the future expense calculations), the reporting entity anticipates that the remaining $280 surplus impact from the election of the transition deferral in SSAP No. 102 will be recognized over a 3-year* period. 

* This is a reporting entity projection and may be revised based on future expenses and activity. 

	
Recognized Surplus Impact at Transition & Remaining Transition Liability
	
	Prior Service Cost
	
Unrealized Losses

	Transition Liability:
	543
	103
	440

	Amount Recognized Jan. 1, 2013
	(263)
	
	

	Remaining Transition Liability
	280
	
	



The following provides the status of the pension plan as of December 31, 2012, and the transition date (January 1, 2013):

	Example 3
	Dec. 31, 2012 
	Jan. 1, 2013

	Accumulated Benefit Obligation
	$(1,922)
	$(1,922)

	
	
	

	Projected Benefit Obligation
	$(2,099)
	$(2,099)

	Plus: Non-Vested Liability
	(103)
	(103)

	Total PBO 
	$(2,202)
	$(2,202)

	
	
	

	Plan Assets at Fair Value
	0
	0

	Funded Status 
	($2,202)
	($2,202)

	
	
	

	Transition Obligation / (Asset)
	0
	

	Prior Service Cost
	0
	

	Prior Service Cost (Non-Vested)
	103
	

	Unrecognized Losses / (Gains)
	440
	

	Total Unrecognized Items
	543
	–

	
	
	

	Overfunded Plan Asset / (Liability for Benefits)
	(1,659)
	(1,922)



In the March 31, 2013, financial statements, the $1,922 liability for pension benefits was reflected in the financial statements as follows:

· Aggregate Write-Ins for Liabilities: $263
· Accrued Benefit Cost:  $1,659
· Surplus Deferral - Unrecognized Transition Liability - $280

(Note – This disclosure shall be completed on a quarterly and annual basis, with updated financial information reflecting the current and prior reporting periods, until the plan is fully funded without any transition liability remaining.) 

Illustration 3 – Paragraph 97 Example Note Disclosure – December 31, 2015 – After Overfunded Contribution:

At December 31, 2015, ABC entity contributed $3,300 towards the pension plan. This contribution resulted in the plan being in an overfunded status. Pursuant to the requirements of SSAP No. 102, ABC immediately recognized the remaining transition liability ($171.40). Although the transition liability has been fully-recognized to unassigned funds, the amortization of the liability into net periodic pension cost has not changed. 

Although the entity elected the transition option for surplus deferral, and SSAP No. 102 allows up to 10 years for deferral, with the contribution resulting in an overfunded-plan status, ABC entity was restricted to a 3-year transition schedule as follows: 

January 1, 2013 (Transition) 	$263.00
December 31, 2014 		$108.60
December 31, 2015		$171.40
Total Transition Liability	$543.00

In the December 31, 2015, annual financial statements, pension obligations were reflected as follows:

· Prepaid Benefit Cost - $844 (Nonadmitted)
· Overfunded Plan Asset - $(217) (Nonadmitted)

These amounts are both reported as Aggregate Write-Ins for Other-Than-Invested Assets resulting in a net $628.

4.	Underfunded Plan with Prepaid Benefit Cost – No Surplus Deferral Elected
Consideration of contributions or tax effects are not reflected in this example. 

	Example 4
	Dec. 31, 2012[footnoteRef:2]  [2: ] 

	Jan. 1, 2013
	Dec. 31, 2013
	Jan. 1, 2014
	Dec. 31, 2014

	Accumulated Benefit Obligation 
	(1,532)
	(1,532)
	(1,732)
	(1,732)
	(1,957)

	Plus: Non-Vested Liability
	(100)
	(100)
	(100)
	(100)
	(100)

	Total Accumulated Benefit Obligation
	$ (1,632)
	$ (1,632)
	(1,832)
	(1,832)
	(2,057)

	
	
	
	
	
	

	Projected Benefit Obligation
	$(1,752)
	$(1,752)
	(2,052)
	(2,052)
	(2,277)

	Plus: Non-Vested liability
	(100)
	(100)
	(100)
	(100)
	(100)

	Total PBO 
	$(1,852)
	$(1,852)
	(2,152)
	(2,152)
	(2,377)

	
	
	
	
	
	

	Plan Assets at Fair Value
	1,600
	1,600
	1,600
	2,500
	2,500

	Funded Status 
	($252)
	($252)
	(552)
	348
	123

	
	
	
	
	
	

	Transition Obligation / (Asset)
	0
	0
	0
	0
	0

	Prior Service Cost
	48
	0
	0
	0
	0

	Prior Service Cost (Non-Vested)
	100
	0
	0
	0
	0

	Unrecognized Losses / (Gains)
	600
	0
	0
	0
	0

	Total Unrecognized Items
	748
	0
	0
	0
	0

	
	
	
	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
	496
	(252)
	(552)
	348
	123



Overfunded Plan Asset and Liability for Benefits are terms to reflect the overfunded and unfunded status of the plan. For the amounts shown as of December 31, 2012 immediately prior to the effective date of the new standard, these terms reflect the balance sheet position. As overfunded plan assets are not admitted, these prepaids shall be reflected within Aggregate Write-Ins for Other-Than-Invested Assets. Transition liabilities recognized that have not been reflected through expense shall be reflected within Aggregate Write-Ins for Liabilities. 

January 1, 2013 – Transition Date, Recognize “Unrecognized Items”
A. Unassigned Funds – Prior Service Cost	48
Unassigned Funds – Prior Service Cost (Non-vested)	100
Unassigned Funds – Unrecognized Losses	600
Liability for Plan Benefits	252
(Aggregate Write-In for Liabilities)
Overfunded Plan Asset	496
(Aggregate Write-In for Other-Than-Invested Assets)

B. Change in Nonadmitted – Overfunded Plan Asset	496
Unassigned Funds	496

Prepaid Benefit Cost and Overfunded Plan Assets are both reflected as Aggregate Write-Ins for Other-Than-Invested Assets. However, Prepaid Benefit Cost can only be reduced with a corresponding income statement impact. Entry A, which uses a contra-asset, effectively results with a net elimination of the assets reported for the plan and establishes the appropriate liability to reflect the unfunded status. (Reporting entities will need to continue to track these categories separately.) 

December 31, 2013 – Recognition of Net Periodic Pension Cost 
After transition, recognition of net periodic pension cost includes: 1) service cost, 2) interest cost, 3) expected return on plan assets, 4) amortization of prior service cost included in unassigned funds, 5) amortization of gains and losses and 6) amortization of any transition asset or obligation remaining in unassigned funds. 

	Components of Net Periodic Cost
	Dec. 31, 2013 

	
	

	Service Cost
	250

	Interest Cost
	100

	Expected Return on Plan Assets
	(50)

	Total
	300

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	318.70



C.	Liability for Pension Benefits	18.70
	(Aggregate Write-In for Liabilities)
Unassigned Funds – Transition Liability	18.70
		
This entry occurs prior to amortization of the items recognized at transition. This entry reverses a portion of the original transition entry for the amount that will be amortized into periodic pension cost for the current period.  

D.	Net Periodic Pension Cost	318.70
Prepaid Benefit Cost	318.70
		(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the noted items. As the plan has a prepaid benefit cost, the prepaid benefit cost will be reduced with the recognition of periodic cost. 

E.	Overfunded Plan Asset	318.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	318.70

Entry reflects a reduction in the contra-asset recognized at transition at an amount equal to the reduction of prepaid benefit cost.

F.	Change in Nonadmitted – Prepaid Benefit Cost	318.70
Unassigned Funds	318.70

G.	Unassigned Funds	318.70
Change in Nonadmitted – Overfunded Plan Asset	318.70

Entries to reflect the change in nonadmitted assets for both entries “D” and “E.” These entries offset.

H.	Unassigned Funds	318.70
Liability for Pension Benefits	318.70
(Aggregate Write-In for Liabilities)

Entry recognizes the unfunded liability from the 2013 net periodic costs. This entry assumes no additional changes in the PBO or Fair Value of Plan Assets at year-end.  In practice, there will always be changes in the year-end PBO due to changes in the discount rate used to calculate the PBO, actuarial demographics different than expected, etc. An additional variation is actual return on plan assets different from expected return on plan assets. All of these factors will impact the year-end funded status, and will also need to be recorded as part of entry “H” at year-end.

January 1, 2014 – Contribution

	
	Jan. 1, 2014

	Contribution
	$900



I.	Prepaid Benefit Cost	900
	(Aggregate Write-In for Other-Than-Invested Assets)
Cash	900

J.	Liability for Pension Benefits	552
(Aggregate Write-In for Liabilities)
Overfunded Plan Asset	552

With the cash contribution, the plan becomes overfunded with a prepaid benefit cost. The contribution directly increases the Prepaid Benefit Cost.  The liability for pension benefits is eliminated, with an offset to the Overfunded Plan asset. The plan now has a NET overfunded plan asset of $348. 

K.	Unassigned Funds	900
	Change in Nonadmitted - Prepaid Benefit Cost	900

L.	Change in Nonadmitted- Overfunded Plan Asset			552
	Unassigned Funds	552

	Entries recognize the impact as a result of the nonadmitted overfunded plan asset from entry “I” and “J.” 

December 31, 2014 – Recognition of Net Periodic Pension Cost 
After transition, recognition of net periodic pension cost includes: 1) service cost, 2) interest cost, 3) expected return on plan assets, 4) amortization of prior service cost included in unassigned funds, 5) amortization of gains and losses, and 6) amortization of any transition asset or obligation remaining in unassigned funds. 

	Components of Net Periodic Cost
	Dec. 31, 2014

	
	

	Service Cost
	200

	Interest Cost
	75

	Expected Return on Plan Assets
	(50)

	Total
	225

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	243.70



This example assumes no changes in the amortization timeframe. As noted in footnote 6 of SSAP No. 102, unless otherwise impacted from SSAP No. 102, or in accordance with changes to the pension plan, the amortization of the unrecognized items into net periodic pension cost shall continue to follow the existing amortization schedules in effect on the transition date.  

Although the amortization of Prior Service Cost (assuming no additional changes) and non-vested Prior Service Cost will typically follow a straight-line amortization into Net Periodic Pension Cost, this is not the case for the Unrecognized Gains/Losses. The total amount of unrecognized gains/losses subject to amortization will continuously change due to changes in the discount rates, actuarial assumptions, differences between expected and actual return on assets, etc.  In addition, unrecognized gains/losses are amortized into expense only to the extent that they exceed the 10% corridor (SSAP 102, paragraph 22). The 10% corridor is based on the greater of the PBO or the Fair Value of Plan assets, and these amounts are also continuously changing.  Therefore, the amortization of the gain/loss will never occur on a straight-line basis using the corridor method described in paragraph 22.  There is no “amortization schedule” in effect at transition date for the unrecognized gains/losses.

M.	Overfunded Plan Assets	18.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds – Transition Liability	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the original transition entry made to unassigned funds for the amount that will be amortized into periodic pension cost for the current period. Since the plan is currently overfunded, this is offset by overfunded plan asset.  

N.	Unassigned Funds	18.70
Change in Nonadmitted - Overfunded Plan Asset	18.70

This entry reflects the change in nonadmitted from entry “M.” 

O.	Net Periodic Pension Cost	243.70
Prepaid Benefit Cost	243.70
(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the noted items. As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost. Once that amount is exhausted, an accrued liability would be recorded.

P.	Change in Nonadmitted - Prepaid Benefit Cost	243.70
Unassigned Funds	243.70

Entries to reflect the change in nonadmitted assets for entry “O.”

Example 4 - Underfunded Plan with Prepaid Benefit Cost – No Surplus Deferral Elected: 
	
	Aggregate Write-In For Other-Than-Invested Assets
	Change in Nonadmitted Assets
	Net Periodic Cost
	Unassigned Funds
	Liability for Pension Benefits
	Cash

	
	Overfunded Plan Asset
	Prepaid Benefit Cost
	
	
	
	
	

	Existing Balance  12/31/2012

	
	496 DR
	
496 CR[footnoteRef:3] [3: ] 

	–
	496 CR
496 DR
	–
	

	Transition Entries 
1/1/2013
A
B
	

496 CR
	


	


496 DR
	
	

748 DR
496 CR
	

252 CR
	

	Jan. 1, 2013
	496 CR
	496 DR
	–
	–
	252 DR
	252 CR
	

	Jan. 1, 2013 - Net
	–
	–
	–
	252 DR
	252 CR
	–

	Dec. 31, 2013:
C
D
E
F
G
H
	


318.70 DR
	

318.70 CR
	



318.70 DR
318.70 CR
	

318.70 DR[footnoteRef:4] [4: ] 


	
18.70 CR

318.70 CR
318.70 CR
318.70 DR
318.70 DR
	
18.70 DR




318.70 CR
	

	Dec. 31, 2013
	177.30 CR
	177.30 DR
	–
	
	552 DR
	552 CR
	

	Dec. 31, 2013 - Net
	–
	–
	–
	552 DR
	552 CR
	

	Jan. 1, 2014 
Contribution	
I
J
K
L
	


552 CR


	

900 DR



	



900 CR
552 DR
	
	



900 DR
552 CR
	


552 DR
	

900 CR

	After Contribution
	729.30 CR
	1077.30 DR
	348 CR
	
	900 DR
	–
	900 CR

	Jan. 1, 2014 - Net
	348 DR
	348 CR
	
	900 DR
	–
	900 CR

	Dec. 31, 2014:
M
N
O
P
	
18.70 DR




	


243.70 CR
	

18.70 CR

243.70 DR

	


243.70 DR11
	
18.70 CR
18.70 DR

243.70 CR

	





	






	Dec. 31, 2014
	710.60 CR
	833.60 DR
	123 CR
	
	900 DR
	–
	900 CR

	Dec. 31, 2014 - Net
	123 DR
	123 CR
	
	900 DR
	
	900 CR



[bookmark: _Toc124504124]5.	Underfunded Plan with Prepaid Benefit Cost – Surplus Deferral, Funded ABO
Consideration of contributions or tax effects are not reflected in this example. 

	Example 5
	Dec. 31, 2012[footnoteRef:5]  [5: ] 

	Jan. 1, 2013
	Dec. 31, 2013
	Dec. 31, 2014
	Jan, 1, 2015
	Dec. 31, 2015

	Accumulated Benefit Obligation
	$(1,032)
	$(1,032)
	$(1,232)
	$(1,457)
	$(1,457)
	$(1,657)

	Plus: Non-Vested Liability
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)

	Total Accumulated Benefit Obligation
	$(1,132)
	$ (1,132)
	(1,332)
	(1,557)
	(1,557)
	(1,757)

	
	
	
	
	
	
	

	Projected Benefit Obligation
	$(1,752)
	$(1,752)
	(2,052)
	(2,177)
	(2,177)
	(2,377)

	Plus: Non-Vested liability
	(100)
	(100)
	(100)
	(100)
	(100)
	100

	Total PBO
	$(1,852)
	$(1,852)
	(2,152)
	(2,277)
	(2,277)
	(2,477)

	
	
	
	
	
	
	

	Plan Assets at Fair Value
	1,600
	1,600
	1,600
	1,600
	2,500
	2,500

	Funded Status 
	($252)
	($252)
	(552)
	(677)
	223
	23

	
	
	
	
	
	
	

	Transition Obligation/(Asset)
	0
	0
	0
	0
	0
	

	Prior Service Cost
	48
	0
	0
	0
	0
	

	Prior Service Cost (Non-Vested)
	100
	0
	0
	0
	0
	

	Unrecognized Losses/(Gains)
	600
	0
	0
	0
	0
	

	Total Unrecognized Items
	748
	0
	0
	0
	0
	

	
	
	
	
	
	
	

	Net Overfunded Plan Asset/ (Liability for Benefits)
	496
	(25.20)
	(325.20)
	(475.40)
	223
	23

	Surplus Impact Deferred
	
	(226.80)
	(226.80)
	(201.60)
	-
	-



Surplus Impact – The transition guidance in SSAP No. 92 and SSAP No. 102 requires a minimum of 10% of the surplus impact on the transition date. If a systematic 10-year allocation was applied to the total “unrecognized items” rather than the surplus impact, there would be a number of years in which a prepaid asset would still be reflected without any impact to surplus even though the plan is underfunded. This is because a reduction in overfunded plan assets alone has a corresponding change to nonadmitted assets, resulting in a net zero surplus impact. 
Determine the initial transition surplus impact under the deferral election: 

In accordance with paragraph 93.b. of SSAP No. 102, the surplus impact initially recognized as of January 1, 2013 under the transition option, and subsequently over the transition period, shall be the greater of:

	
	Minimum Transition Liability
	

	93.b.i.
	10% of Calculated Surplus Impact
	25.20

	93.b.ii.
	Anticipated Annual Amortization of “Unrecognized Items” (Assume 40-year Uniform Amortization)
	18.70

	93.b.iii.
	Difference Between unfunded ABO and Accrued Benefit Cost. (In this example, ABO is fully funded.)
	–

	
	Transition Liability
	25.20



93.b.ii. Note: If the amortization cannot be determined at transition, at a minimum, the amount amortized for unrecognized items during the prior year shall be utilized for this calculation. If the amount recognized for transition (greater of all three components) is subsequently determined to be less than what was amortized for the year, the difference between what was recognized for transition and what is amortized must immediately be recognized as an adjustment to the transition impact to unassigned funds – surplus. 

January 1, 2013 – Transition Date
2. Unassigned Funds	496
Overfunded Plan Asset	496
(Aggregate Write-In for Other-Than-Invested Assets)

3. Change in Nonadmitted – Overfunded Plan Asset	496
Unassigned Funds	496

4. Unassigned Funds – Transition Liability	25.20
Liability for Plan Benefits	25.20
(Aggregate for Write-In Liability)

Prepaid Benefit Cost and Overfunded Plan Assets are both reflected as Aggregate Write-Ins for Other-Than-Invested Assets. However, Prepaid Benefit Cost can only be reduced with a corresponding income statement impact. Entry A, which uses a contra-asset, effectively results with a net elimination of the assets reported for the plan. (Reporting entities will need to continue to track these categories separately.) The first two entries (Entry A & B) have a ZERO surplus impact and the third entry recognizes a liability for 10% of the surplus impact calculated at transition as that is the greatest element from paragraph 93.b. 

December 31, 2013 – Recognition of Net Periodic Pension Cost 
After transition, recognition of net periodic pension cost includes: 1) service cost, 2) interest cost, 3) expected return on plan assets, 4) amortization of prior service cost included in unassigned funds, 5) amortization of gains and losses, and 6) amortization of any transition asset or obligation remaining in unassigned funds. 

As noted in paragraph 93.b., if surplus deferral is elected at the transition date, subsequently, starting with the 2014 year-end financial statement, the reporting entity shall annually recognize the remaining surplus impact. As such, unless the entity elects to recognize the remaining surplus impact early (which is permitted under SSAP No. 102), there is no additional surplus impact from transition recognized as of December 31, 2013. 

	Components of Net Periodic Cost
	Dec. 31, 2013 

	
	

	Service Cost
	250

	Interest Cost
	100

	Expected Return on Plan Assets
	(50)

	Total
	300

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	318.70



Note – This example assumes no changes in the amortization timeframe. As noted in footnote 5 of SSAP No. 102, unless otherwise impacted from SSAP No. 102, or in accordance with changes to the pension plan, the amortization of the unrecognized items into net periodic pension cost shall continue to follow the existing amortization schedules in effect on the transition date. Although the amortization of Prior Service Cost (assuming no additional changes) and non-vested Prior Service Cost will typically follow a straight-line amortization into Net Periodic Pension Cost, this is not the case for the Unrecognized Gains/Losses. The total amount of unrecognized gains/losses subject to amortization will continuously change due to changes in the discount rates, actuarial assumptions, differences between expected and actual return on assets, etc. In addition, unrecognized gains/losses are amortized into expense only to the extent that they exceed the 10% corridor (SSAP No. 102, paragraph 22). The 10% corridor is based on the greater of the PBO or the Fair Value of Plan assets, and these amounts are also continuously changing. Therefore, the amortization of the gain/loss will never occur on a straight-line basis using the corridor method described in paragraph 22.  There is no “amortization schedule” in effect at transition date for the unrecognized gains/losses.

D.	Liability for Pension Benefits	18.70
	(Aggregate Write-In for Liabilities)
Unassigned Funds – Transition Liability	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the original transition entry for the amount that will be amortized into periodic pension cost for the current period.  

E.	Net Periodic Pension Cost	318.70
Prepaid Benefit Cost	318.70
		(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the unrecognized items. (As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost.) 

F.	Overfunded Plan Asset	318.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	318.70

Entry reflects a reduction in the contra-asset recognized at transition at an amount equal to the reduction of prepaid benefit cost.  

G.	Change in Nonadmitted – Prepaid Benefit Cost	318.70
Unassigned Funds	318.70

H.	Unassigned Funds	318.70
Change in Nonadmitted – Overfunded Plan Asset	318.70

Entries to reflect the change in nonadmitted assets for both entries “E” and “F.” These entries offset.

I.	Unassigned Funds	318.70
Liability for Pension Benefits	318.70
(Aggregate Write-In for Liabilities)

Entry reflects the unfunded liability from the 2013 plan-related costs. This entry assumes no additional changes in the PBO or Fair Value of Plan Assets at year-end.  In practice, there will always be changes in the year-end PBO due to changes in the discount rate used to calculate the PBO, actuarial demographics different than expected, etc.  An additional variation is actual return on plan assets different from expected return on plan assets.  All of these factors will impact the year-end funded status, and will also need to be recorded as part of entry “I” at year-end.

December 31, 2014 – Recognition of Deferred Transition Impact

J.	Unassigned Funds – Transition Liability	25.20
Liability for Pension Benefits	25.20
(Aggregate Write-In for Liabilities)

Per paragraph 93, if surplus deferral is elected at transition, beginning with 2014 annual financials, the entity shall recognize the remaining surplus impact on a systematic basis over a period not to exceed the remaining nine years. This entry represents the minimum transition liability to be recognized subsequent to transition. Since it is assumed that there is no change in the amortization expectations, and ABO is still funded, this entry reflects 10% of the transition surplus impact. 

December 31, 2014 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2014

	
	

	Service Cost
	100

	Interest Cost
	75

	Expected Return on Plan Assets
	(50)

	Total
	125

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	143.70



Note – This example assumes no changes in the amortization timeframe. As noted in footnote 5 of SSAP No. 102, unless otherwise impacted from SSAP No. 102, or in accordance with changes to the pension plan, the amortization of the unrecognized items into net periodic pension cost shall continue to follow the existing amortization schedules in effect on the transition date. Although the amortization of Prior Service Cost (assuming no additional changes) and non-vested Prior Service Cost will typically follow a straight-line amortization into Net Periodic Pension Cost, this is not the case for the Unrecognized Gains/Losses.  The total amount of unrecognized gains/losses subject to amortization will continuously change due to changes in the discount rates, actuarial assumptions, differences between expected and actual return on assets, etc. In addition, unrecognized gains/losses are amortized into expense only to the extent that they exceed the 10% corridor (SSAP No. 102, paragraph 22). The 10% corridor is based on the greater of the PBO or the Fair Value of Plan assets, and these amounts are also continuously changing. Therefore, the amortization of the gain/loss will never occur on a straight-line basis using the corridor method described in paragraph 22.  There is no “amortization schedule” in effect at transition date for the unrecognized gains/losses.

K.	Liability for Pension Benefits	18.70
	(Aggregate Write-In for Liabilities)
Unassigned Funds – Transition Liability	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the original transition entry for the amount that will be amortized into periodic pension cost for the current period.  

L.	Net Periodic Pension Cost	143.70
Prepaid Benefit Cost	143.70
	(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the noted items. (As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost.)

M.	Overfunded Plan Asset	143.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	143.70

Entry reflects the change in overfunded plan assets as a reduction in the contra-asset from initial transition.  

N.	Change in Nonadmitted – Prepaid Benefit Cost	143.70
Unassigned Funds	143.70

O.	Unassigned Funds	143.70
Change in Nonadmitted – Overfunded Plan Asset	143.70

Entries reflect the change in nonadmitted assets for both entries “L” and “M.” These entries offset.

P.	Unassigned Funds	143.70
Liability for Pension Benefits	143.70
(Aggregate Write-In for Liabilities)

Entry reflects the unfunded liability from the 2014 plan-related costs. This entry assumes no additional changes in the PBO or Fair Value of Plan Assets at year-end.  In practice, there will always be changes in the year-end PBO due to changes in the discount rate used to calculate the PBO, actuarial demographics different than expected, etc.  An additional variation is actual return on plan assets different from expected return on plan assets.  All of these factors will impact the year-end funded status and will also need to be recorded as part of entry “P” at year-end.

January 1, 2015 – Recognition of Cash Contribution

	
	Jan. 1, 2015

	Contribution
	$900



Q.	Prepaid Benefit Cost 	900.00
	(Aggregate Write-In for Other-Than-Invested Assets)
Cash	900.00

R.	Liability for Pension Benefits	475.40
	(Aggregate Write-In for Liabilities)
	Overfunded Plan Asset	475.40
(Aggregate Write-In for Other-Than-Invested Assets)

S.	Unassigned Funds	900.00
	Change in Nonadmitted – Prepaid Benefit Cost	900.00

T.	Change in Nonadmitted – Overfunded Plan Asset	475.40
	Unassigned Funds	475.40

With the cash contribution, the plan becomes overfunded with a prepaid benefit cost. The contribution directly increases the Prepaid Benefit Cost. The liability for pension benefits is eliminated, with an offset to the Overfunded Plan asset. The plan now has a NET overfunded plan asset of $223.

U.	Unassigned Funds	201.60
	Overfunded Plan Asset	201.60

Since the plan is in an overfunded status, per paragraph 93.b. of SSAP No. 102, the entity is required to recognize the deferred surplus impact from initial transition to the extent that the plan is overfunded. As the plan is overfunded by more than the remaining transition surplus impact, this entry recognizes the full remaining surplus impact deferred at transition. 

V.	Change in Nonadmitted – Overfunded Plan Assets	201.60
	Unassigned Funds	201.60

Entry reflects the change in nonadmitted assets from entry “U.” 

December 31, 2015 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2015

	
	

	Service Cost
	100

	Interest Cost
	175

	Expected Return on Plan Assets
	(75)

	Total
	200

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	218.70



(Previous notes on amortization continue to apply.)

W.	Overfunded Plan Asset	18.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the unrecognized items recognized to unassigned funds as part of the transition guidance (even if recognized subsequent to initial recognition under the deferral option) for the amount that will be amortized into periodic pension cost for the current period.  

X.	Unassigned Funds	18.70
Change in Nonadmitted – Overfunded Plan Asset	18.70
		
Entry reflects the change in nonadmitted assets from entry “W.”

Y.	Net Periodic Pension Cost	218.70
Prepaid Benefit Cost	218.70
	(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the noted items. As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost. 

Z.	Change in Nonadmitted – Prepaid Benefit Cost	218.70
Unassigned Funds	218.70

Entry reflects the change in nonadmitted assets from entry “Y.”  This example assumes no additional changes in the PBO or Fair Value of Plan Assets at year-end.  In practice, there will always be changes in the year-end PBO due to changes in the discount rate used to calculate the PBO, actuarial demographics different than expected, etc.  An additional variation is actual return on plan assets different from expected return on plan assets.  All of these factors will impact the year-end funded status, and will also need to be recorded at year-end in an additional entry impacting the Overfunded Plan Asset.  If the plan became underfunded due to these changes, then the amount of the underfunding would then be recorded as a Liability for Pension Benefits.

Example:  Assume the PBO increased by $100 at year-end due to discount rate changes, etc.  This would cause the plan to be underfunded by $77.00.

1.  Unassigned Funds	100.00
Overfunded Plan Asset	23.00
Liability for Pension Benefits	77.00

2. Change in Nonadmitted – Overfunded Plan Asset	23.00
Unassigned Funds	23.00

Example 5 - Underfunded Plan with Prepaid Benefit Cost – Surplus Deferral, Funded ABO:
	
	Aggregate Write-In For
Other-Than-Invested Assets
	Change in Nonadmitted Assets
	Net Periodic Cost
	Unassigned Funds
	Liability for Pension Benefits
	Cash

	
	Overfunded Plan Asset
	Prepaid Benefit Cost
	
	
	
	
	

	Existing Balance 12/31/2012
(This reflects pre-2012 Entries)
	
	496 DR
	
496 CR[footnoteRef:6] [6: ] 

	–
	496 CR
496 DR
	–
	

	Transition Entries – 1/1/2013
A
B
C
	

496 CR
	
	


496 DR
	
	

496 DR
496 CR
25.20 DR
	



25.20 CR
	

	Jan 1, 2013
	496 CR
	496 DR
	–
	–
	25.20 DR
	25.20 CR
	

	Jan 1, 2013 - Net
	–
	–
	–
	25.20 DR
	25.20 CR
	

	Dec. 31, 2013:
D
E
F
G
H
I
	


318.70 DR
	

318.70 CR
	



318.70 DR
318.70 CR

	

318.70 DR[footnoteRef:7] [7: ] 

	
18.70 CR

318.70 CR
318.70 CR
318.70 DR
318.70 DR
	
18.70 DR




318.70 CR
	

	Dec. 31, 2013
	177.30 CR
	177.30 DR
	–
	
	325.20 DR
	325.20 CR
	

	Dec. 31, 2013 - Net
	–
	–
	–
	325.20 DR
	325.20 CR
	

	Dec. 31, 2014:
J
K
L
M
N
O
P
	



143.70 DR
	


143.70 CR
	




143.70 DR
143.70 CR

	


143.70 DR14
	
25.20 DR
18.70 CR

143.70 CR
143.70 CR
143.70 DR
143.70 DR
	
25.20 CR
18.70 DR




143.70 CR
	

	Dec. 31, 2014
	33.60 CR
	33.60 DR
	–
	
	475.40 DR
	475.40 CR
	

	Dec. 31, 2014 – Net
	–
	–
	–
	475.40 DR
	475.40 CR
	

	Jan. 1, 2015 – Contribution
Q
R
S
T
U
V
	


475.40 CR


201.60 CR
	

900.00 DR
	



900.00 CR
475.40 DR

201.60 DR
	
	



900.00 DR
475.40 CR
201.60 DR
201.60 CR
	


475.40 DR
	

900.00 CR


	Jan. 1, 2015 – After Contribution
	710.60 CR
	933.60 DR
	223.00 CR
	
	900 DR
	· –
	900 CR

	Jan 1, 2015 - Net
	223.00 DR
	223.00 CR
	–
	900 DR
	· –
	900 CR

	Dec. 31, 2015: 
W
X
Y
Z
	
18.70 DR


	


218.70 CR
	

18.70 CR

218.70 DR
	


218.70 DR14
	
18.70 CR
18.70 DR

218.70 CR
	

	

	Dec. 31, 2015

	691.90 CR
	714.90 DR
	23.00 CR
	
	900.00 DR
	
	900.00 CR

	Dec. 31, 2015 - Net

	23.00 DR
	23.00 CR
	
	900.00 DR
	
	900.00 CR


[bookmark: _Toc124504125]6.	Underfunded Plan with Prepaid Benefit Cost – Surplus Deferral, Unfunded ABO
Consideration of contributions or tax effects are not reflected in this example. 

	Example 6
	Dec. 31, 2012[footnoteRef:8]  [8: ] 

	Jan. 1, 2013
	Dec. 31, 2013
	Dec. 31, 2014
	Jan. 1, 2015
	Dec. 31, 2015

	Accumulated Benefit Obligation
	$(1,632)
	$(1,632)
	$(1,932)
	$(2,057)
	$(2,457)
	 (2,457)

	Plus: Non-Vested Liability
	(100)
	(100)
	(100)
	(100)
	(100)
	(100)

	Total Accumulated Benefit Obligation
	$(1,732) 
	$(1,732)
	(2,032)
	(2,157)
	(2,557)
	(2,557)

	
	
	
	
	
	
	

	Projected Benefit Obligation
	$(1,752)
	$(1,752)
	(2,052)
	(2,177)
	(2,177)
	(2,377)

	Plus: Non-Vested liability
	(100)
	(100)
	(100)
	(100)
	(100)
	100

	Total PBO 
	$(1,852)
	$(1,852)
	(2,152)
	(2,277)
	(2,277)
	(2,477)

	
	
	
	
	
	
	

	Plan Assets at Fair Value
	1,600
	1,600
	1,600
	1,600
	2,500
	2,500

	Funded Status 
	($252)
	($252)
	(552)
	(677)
	223
	23

	
	
	
	
	
	
	

	Transition Obligation / (Asset)
	0
	0
	0
	0
	0
	

	Prior Service Cost
	48
	0
	0
	0
	0
	

	Prior Service Cost (Non-Vested)
	100
	0
	0
	0
	0
	

	Unrecognized Losses / (Gains)
	600
	0
	0
	0
	0
	

	Total Unrecognized Items
	748
	0
	0
	0
	0
	

	
	
	
	
	
	
	

	Net Overfunded Plan Asset / (Liability for Benefits)
	496
	(132)
	(432)
	(582.20)
	223
	23

	Additional Minimum Liability (Unfunded ABO)
	(32)
	0
	The concept of an additional minimum liability and related intangible asset for plans with an unfunded ABO is eliminated in SSAP No. 102. 

	Intangible Asset
	32

	0
	

	Surplus Impact Deferred
	
	(120)
	(120)
	(94.80)
	–
	–



Surplus Impact – The transition guidance in SSAP No. 92 and SSAP No. 102 requires a minimum of 10% of the surplus impact on the transition date. If a systematic 10-year allocation was applied to the total “unrecognized items” rather than the surplus impact, there would be a number of years in which a prepaid asset would still be reflected, without any impact to surplus, even though the plan is underfunded. This is because a reduced in overfunded plan assets alone has a corresponding change to nonadmitted assets, resulting in a net zero surplus impact. 

Determine the initial transition surplus impact under the deferral election: 

In accordance with paragraph 93.b. of SSAP No. 102, the surplus impact initially recognized as of January 1, 2013 under the transition option, and subsequently over the transition period, shall be the greater of:

	
	Minimum Transition Liability
	

	93.b.i
	10% of Calculated Surplus Impact at Transition
	25.20

	93.b.ii
	Anticipated Annual Amortization of “Unrecognized Items” (Assume 40-year Uniform Amortization)
	18.70

	93.b.iii
	Difference Between unfunded ABO and Accrued Benefit Cost. 
	132.00

	
	Transition Liability
	132.00



93.b.ii. Note: If the amortization cannot be determined at transition, at a minimum, the amount amortized for unrecognized items during the prior year shall be utilized for this calculation. If the amount recognized for transition (greater of all three components) is subsequently determined to be less than what was amortized for the year, the difference between what was recognized for transition and what is amortized must immediately be recognized as an adjustment to the transition impact to unassigned funds – surplus. 
January 1, 2013 – Transition Date
Reversal of Additional Minimum Liabilities/Intangible Plan Assets: As this plan has an unfunded ABO, following the guidance under SSAP No. 89, the entity had recognized an additional minimum liability and corresponding admitted intangible asset. As the concept of an additional minimum liability has been eliminated from SSAP No. 102, at transition these amounts are eliminated, with the determination of the overfunded/unfunded projected benefit obligation calculated subsequent to the elimination. 

Unassigned Funds	32
Intangible Asset	32

Additional Minimum Liability	32
Unassigned Funds	32

Application of SSAP No. 102 – Recognition of Unfunded Status with Surplus Deferral:

A. Unassigned Funds	496
Overfunded Plan Asset	496
(Aggregate Write-In for Other-Than-Invested Assets)

B. Change in Nonadmitted – Overfunded Plan Asset	496
Unassigned Funds	496

C. Unassigned Funds – Transition Liability	132
Liability for Pension Benefits	132

Prepaid Benefit Cost and Overfunded Plan Assets are both reflected as Aggregate Write-Ins for Other-Than-Invested Assets. However, Prepaid Benefit Cost can only be reduced with a corresponding income statement impact. Entry A, which uses a contra-asset, effectively results with a net elimination of the assets reported for the plan. (Reporting entities will need to continue to track these categories separately.) Entries A & B have a ZERO surplus impact and the third entry recognizes a liability for the unfunded ABO per the requirements of paragraph 93.b. 

December 31, 2013 – Recognition of Net Periodic Pension Cost 

After transition, recognition of net periodic pension cost includes: 1) service cost, 2) interest cost, 3) expected return on plan assets, 4) amortization of prior service cost included in unassigned funds, 5) amortization of gains and losses, and 6) amortization of any transition asset or obligation remaining in unassigned funds. 

As noted in paragraph 93.b., if surplus deferral is elected at the transition date, subsequently, starting with the 2014 year-end financial statement, the reporting entity shall annually recognize the remaining surplus impact. As such, unless the entity elects to recognize the remaining surplus impact early (which is permitted under SSAP No. 102), there is no additional surplus impact from transition recognized as of December 31, 2013. 

	Components of Net Periodic Cost
	Dec. 31, 2013 

	
	

	Service Cost
	250

	Interest Cost
	100

	Expected Return on Plan Assets
	(50)

	Total
	300

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	318.70



Note – This example assumes no changes in the amortization timeframe. As noted in footnote 5 of SSAP No. 102, unless otherwise impacted from SSAP No. 102, or in accordance with changes to the pension plan, the amortization of the unrecognized items into net periodic pension cost shall continue to follow the existing amortization schedules in effect on the transition date. Although the amortization of Prior Service Cost (assuming no additional changes) and non-vested Prior Service Cost will typically follow a straight-line amortization into Net Periodic Pension Cost, this is not the case for the Unrecognized Gains/Losses.  The total amount of unrecognized gains/losses subject to amortization will continuously change due to changes in the discount rates, actuarial assumptions, differences between expected and actual return on assets, etc. In addition, unrecognized gains/losses are amortized into expense only to the extent that they exceed the 10% corridor (SSAP 102, paragraph 22). The 10% corridor is based on the greater of the PBO or the Fair Value of Plan assets, and these amounts are also continuously changing. Therefore, the amortization of the gain/loss will never occur on a straight-line basis using the corridor method described in paragraph 22.  There is no “amortization schedule” in effect at transition date for the unrecognized gains/losses.

D.	Liability for Pension Benefits	18.70
	(Aggregate Write-In for Liabilities)
Unassigned Funds – Transition Liability	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the original transition entry for the amount that will be amortized into periodic pension cost for the current period.  

E.	Net Periodic Pension Cost	318.70
Prepaid Benefit Cost	318.70
	(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the unrecognized items. (As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost.) 

F.	Overfunded Plan Asset	318.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	318.70

Entry reflects a reduction in the contra-asset recognized at transition at an amount equal to the reduction of prepaid benefit cost.  

G.	Change in Nonadmitted – Prepaid Benefit Cost	318.70
Unassigned Funds	318.70

H.	Unassigned Funds	318.70
Change in Nonadmitted – Overfunded Plan Asset	318.70

Entries to reflect the change in nonadmitted assets for both entries “E” and “F.” These entries offset.

I.	Unassigned Funds	318.70
Liability for Pension Benefits	318.70
(Aggregate Write-In for Liabilities)

Entry reflects the unfunded liability from the 2013 plan-related costs. This entry assumes no additional changes in the PBO or Fair Value of Plan Assets at year-end.  In practice, there will always be changes in the year-end PBO due to changes in the discount rate used to calculate the PBO, actuarial demographics different than expected, etc.  An additional variation is actual return on plan assets different from expected return on plan assets.  All of these factors will impact the year-end funded status and will also need to be recorded as part of entry “I” at year-end.

December 31, 2014 – Recognition of Deferred Transition Impact

In accordance with paragraph 93 of SSAP No. 102, the minimum amount recognized each subsequent year shall be an amount that reflects the conditions of paragraph 93.b. As such, the surplus recognized shall be the greater of: 

	
	Minimum Transition Liability
	

	93.b.i.
	10% of Calculated Surplus Impact at Transition
	25.20

	93.b.ii.
	Anticipated Annual Amortization of “Unrecognized Items” (Assume 40-year Uniform Amortization)
	18.70

	93.b.iii.
	Difference Between unfunded ABO and Accrued Benefit Cost/Fair Value of Plan Assets. 

(Dec. 31, 2014 - Fair value of plan assets together with the Liability for Pension Benefits exceed the ABO.)
	–

	
	Transition Liability
	25.20


(Previous note on amortization continues to apply.)

J.	Unassigned Funds – Transition Liability	25.20
Liability for Pension Benefits	25.20
(Aggregate Write-In for Liabilities)

Entry represents the minimum transition liability to be recognized subsequent to transition. (10% of the transition surplus impact is the greatest component of paragraph 93.b. as of Dec. 31, 2014.)

December 31, 2014 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2014

	
	

	Service Cost
	100

	Interest Cost
	75

	Expected Return on Plan Assets
	(50)

	Total
	125

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	143.70


(Previous note on amortization continues to apply.)

K.	Liability for Pension Benefits	18.70
	(Aggregate Write-In for Liabilities)
Unassigned Funds – Transition Liability	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the unrecognized items recognized to unassigned funds as part of the transition guidance (even if recognized subsequent to initial recognition under the deferral option) for the amount that will be amortized into periodic pension cost for the current period.  

L.	Net Periodic Pension Cost	143.70
Prepaid Benefit Cost	143.70
	(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the unrecognized items. (As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost.)

M.	Overfunded Plan Asset	143.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	143.70

Entry reflects the change in overfunded plan assets as a reduction in the contra-asset to correspond with the change in net periodic pension cost. With this entry, the Prepaid Benefit Cost and Overfunded Plan Assets net to zero. This is appropriate as the plan is underfunded and a liability is reflected.   

N.	Change in Nonadmitted – Prepaid Benefit Cost	143.70
Unassigned Funds	143.70

O.	Unassigned Funds	143.70
Change in Nonadmitted – Overfunded Plan Asset	143.70

Entries to reflect the change in nonadmitted assets for both entries “L” and “M.” These entries offset.

P.	Unassigned Funds	143.70
Liability for Pension Benefits	143.70
(Aggregate Write-In for Liabilities)

Entry reflects the full unfunded liability, including impact from the 2014 plan-related costs.

Note - This entry assumes no additional changes in the PBO or Fair Value of Plan Assets at year-end.  In practice, there will always be changes in the year-end PBO due to changes in the discount rate used to calculate the PBO, actuarial demographics different than expected, etc.  An additional variation is actual return on plan assets different from expected return on plan assets.  All of these factors will impact the year-end funded status and will also need to be recorded as part of entry “P” at year-end.

January 1, 2015 – Recognition of Cash Contribution

	
	Jan. 1, 2015

	Contribution
	$900



Q.	Prepaid Benefit Costs	900.00
	(Aggregate Write-In for Other-Than-Invested Assets)
Cash	900.00

R.	Liability for Pension Benefits	582.20
	(Aggregate Write-In for Liabilities)
	Overfunded Plan Asset	582.20
	(Aggregate Write-In for Other-Than-Invested Assets)	

S.	Unassigned Funds	900.00
	Change in Nonadmitted – Prepaid Benefit Cost	900.00

T.	Change in Nonadmitted – Overfunded Plan Asset	582.20
	Unassigned Funds	582.20

With the cash contribution, the plan becomes overfunded with a prepaid benefit cost. The contribution directly increases the Prepaid Benefit Cost.  The liability for pension benefits is eliminated, with an offset to the Overfunded Plan asset. The plan now has a NET overfunded plan asset of $223.

U.	Unassigned Funds	94.80
	Overfunded Plan Assets	94.80

As the surplus deferral was elected, with the overfunded status, per paragraph 93.b. of SSAP No. 102, the entity is required to recognize the deferred surplus impact from initial transition to the extent that the plan is overfunded. As the plan is overfunded by more than the remaining transition surplus impact, this entry recognizes the full remaining surplus impact deferred at transition.

V. 	Change in Nonadmitted – Overfunded Plan Assets	94.80
	Unassigned Funds	94.80

Entry reflects the change in nonadmitted assets from entry U. 

December 31, 2015 – Recognition of Net Periodic Pension Cost 

	Components of Net Periodic Cost
	Dec. 31, 2015

	
	

	Service Cost
	100

	Interest Cost
	175

	Expected Return on Plan Assets
	(75)

	Total
	200

	Amortization of:
	

	· Prior Service Cost 
	1.20

	· Prior Service Cost (nonvested)
	2.50

	· Unrecognized Losses
	15.00

	Total 
	18.70

	Total Net Periodic Pension Cost
	218.70


(Prior amortization note continues to apply.)

W.	Overfunded Plan Asset	18.70
	(Aggregate Write-In for Other-Than-Invested Assets)
Unassigned Funds	18.70
		
This entry occurs prior to amortization of the transition items. This entry reverses a portion of the original transition entry for the amount that will be amortized into periodic pension cost for the current period.  

X.	Unassigned Funds	18.70
	Change in Nonadmitted – Overfunded Plan Asset	18.70

Entry reflects the change in nonadmitted assets from entry “W.” 

Y.	Net Periodic Pension Cost	218.70
	Prepaid Benefit Cost	218.70
	(Aggregate Write-In for Other-Than-Invested Assets)

This entry recognizes net periodic pension cost for the service cost, interest cost, expected return on plan assets and amortization of the unrecognized items. As the plan has a prepaid benefit cost, this will be reduced with the recognition of periodic cost. 

Z.	Change in Nonadmitted – Prepaid Benefit Cost	218.70
Unassigned Funds	218.70

Entry reflects the change in nonadmitted assets from entry “Y.” 

Example 6 - Underfunded Plan with Prepaid Benefit Cost – Surplus Deferral, Unfunded ABO:
	

	Aggregate Write-In For Other-Than-Invested Assets
	Change in Nonadmitted Assets
	Net Periodic Cost
	Unassigned Funds
	Liability for Pension Benefits
	Cash

	
	Overfunded Plan Asset
	Prepaid Benefit Cost
	
	
	
	
	

	Existing Balance  12/31/2012
(This reflects pre-2012 Entries)
	
	496 DR
	
496 CR[footnoteRef:9] [9: ] 

	–
	496 CR
496 DR
	–
	

	Transition Entries – 1/1/2013

A
B
C
	


496 CR
	
	



496 DR
	
	


496 DR
496 CR
132 DR
	




132 CR
	

	Jan 1, 2013
	496 CR
	496 DR
	–
	–
	132 DR
	132 CR
	

	Jan. 1, 2013 – Net
	–
	–
	–
	132 DR
	132 CR
	–

	Dec. 31, 2013:
D
E
F
G
H
I
	


318.70 DR
	

318.70 CR
	



318.70 DR
318.70 CR

	

318.70 DR[footnoteRef:10] [10: ] 

	
18.70 CR

318.70 CR
318.70 CR
318.70 DR
318.70 DR
	
18.70 DR




318.70 CR
	

	Dec. 31, 2013
	177.30 CR
	177.30 DR
	–
	
	432.00 DR
	432.00 CR
	

	Dec. 31, 2013 – Net
	–
	–
	–
	432.00 DR
	432.00 CR
	–

	Dec. 31, 2014:
J
K
L
M
N
O
P
	



143.70 DR
	


143.70 CR
	




143.70 DR
143.70 CR

	


143.70 DR17
	
25.20 DR
18.70 CR

143.70 CR
143.70 CR
143.70 DR
143.70 DR
	
25.20 CR
18.70 DR




143.70 CR
	

	Dec. 31, 2014
	33.60 CR
	33.60 DR
	–
	
	582.20 DR
	582.20 CR
	

	Dec. 31, 2014 – Net
	–
	–
	–
	582.20 DR
	582.20 CR
	–

	Jan. 1, 2015 – Contribution
Q
R
S
T
U
V
	


582.20 CR 


94.80 CR

	

900 DR
	



900 CR
582.20 DR

94.80 DR
	
	



900 DR
582.20 CR
94.80 DR
94.80 CR
	


582.20 DR


	

900 CR


	Jan. 1, 2015 – After Contribution
	710.60 CR
	933.60 DR
	223.00 CR
	
	900 DR
	· –
	900 CR

	Jan. 1, 2015 – Net
	223.00 DR
	223.00 CR
	–
	900 DR
	· –
	900 CR

	Dec. 31, 2015: 
W
X
Y
Z
	
18.70 DR


	


218.70 CR
	

18.70 CR

218.70 DR
	


218.70 DR17
	
18.70 CR
18.70 DR

218.70 CR
	

	

	Dec. 31, 2015 

	691.90 CR
	714.90 DR
	23 CR
	
	900 DR
	
	900 CR

	Dec. 31, 2015 - Net
	23 DR
	23 CR
	–
	900 DR
	–
	900 CR





Staff Review Completed by: Jake Stultz, 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 SSAP No. 92 and SSAP No. 102 to remove the transition guidance that was no longer applicable as the ten-year effective period for that transition has ended.
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