Attachment L 
Review of GAAP Exposures

April 4th Spring National Meeting - Review of GAAP Exposures for Statutory Accounting:
Pursuant to a 2014 direction from the SAPWG chair, there is a desire for the Statutory Accounting Principles (E) Working Group to be more proactive in considering FASB exposures that may be significant to statutory accounting and reporting. Historically, the SAPWG has commented on limited, key FASB exposures – mostly pertaining to insurance contracts and financial instruments. To ensure consideration of all FASB exposures, staff has prepared this memorandum to highlight the current exposures, comment deadlines, and to provide a high-level summary of the exposed item’s potential impact to statutory accounting. It is anticipated that this information would assist the Working Group in determining whether a comment letter should be submitted to the FASB on the issues. Regardless of the Working Group’s election to submit comments to the FASB on proposed accounting standards, under the NAIC Policy Statement on Statutory Accounting Principles Maintenance Agenda Process, issued US GAAP guidance noted in the hierarchy within Section V of the Preamble to the Accounting Practices and Procedures Manual must be considered by the Statutory Accounting Principles (E) Working Group. 
FASB Exposures: http://www.fasb.org/jsp/FASB/Page/SectionPage&cid=1175805074609
	Exposed FASB Guidance
	Comment Deadline & Initial Staff Comments

	Proposed Accounting Standards Update—Liabilities—Supplier Finance Programs (Subtopic 405-50): Disclosure of Supplier Finance Program Obligations
	March 31, 2022



Proposed Accounting Standards Update —Liabilities—Supplier Finance Programs (Subtopic 405-50): Disclosure of Supplier Finance Program Obligations— Comment Deadline: March 31, 2022

Information from FASB Exposure Draft: 
On December 20, the FASB issued this proposed Accounting Standards Update (ASU) to enhance the transparency of supplier finance programs (programs). These programs, also referred to as reverse factoring, payables finance, or structured payables arrangements, allow a buyer to offer its suppliers the option for access to payment in advance of an invoice due date, which is paid by a third-party finance provider or intermediary on the basis of invoices that the buyer has confirmed as valid.

Due to a lack of disclosure requirements in GAAP, stakeholders have observed that there is a lack of transparency about the programs. Typically, a buyer party (defined as all entities that use supplier finance programs in connection with the purchase of goods and services) in a program enters into an agreement with a finance provider or an intermediary to establish the program, purchases goods and services from suppliers with a promise to pay at a later date and notifies the finance provider or intermediary of the supplier invoices that it has confirmed as valid. Suppliers may then request early payment from the finance provider or intermediary for those confirmed invoices. The present obligations covered by the programs may then be presented in the same balance sheet line item as accounts payable or in another balance sheet line item depending on the facts and circumstances of the arrangement.

The amendments in this proposed update address investor and other financial statement user requests for additional information about the use of the programs by the buyer party to understand the effect of those programs on an entity’s working capital, liquidity, and cash flows. 

Staff Review and Commentary: 
[bookmark: _Hlk65220429]Comment deadline is March 31, 2022. 
	
NAIC staff recommend that this ASU be reviewed under the SAP Maintenance Process as detail in Appendix F—Policy Statements.

https://naiconline.sharepoint.com/teams/FRSStatutoryAccounting/National Meetings/A. National Meeting Materials/2022/4- Spring NM/Meeting/L - Review of GAAP Exposures.docx
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