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 Topic Decisions Reached 

Liability for Future 
Policy Benefits: 
Nonparticipating 
Traditional and 
Limited-Payment 
Contracts 

Assumption Updating 

• Measurement assumptions should be updated. However, an insurance 
entity may make an entity-wide election to not update the expense 
assumption for cash flow changes. 

• Cash flow assumptions should be reviewed (and, if there is a change, 
updated) on an annual basis at the same time every year, or more 
frequently in interim reporting periods if evidence suggests that earlier cash 
flow assumptions should be revised. 

• The discount rate assumption should be updated at each reporting date. 

• Contracts from different issue years should not be grouped but contracts 
issued within a single issue year may be grouped when determining the 
level of aggregation for liability measurement. 

• For nonparticipating traditional and limited-payment contracts, the provision 
for risk of adverse deviation and premium deficiency tests should be 
eliminated and the net premium ratio should be capped at 100 percent. For 
universal life-type contracts, loss recognition testing should be retained. 

Cash Flow Assumptions 

• The effect of updating cash flow assumptions should be calculated and 
recorded on a catch-up basis in net income. 

Discount Rate Assumption 

• Future cash flows should be discounted using a current upper-medium 
grade (low credit risk) fixed-income instrument yield. 

• The effect of updating the discount rate assumption should be recognized 
immediately in other comprehensive income. 

Transition 

• An insurance entity would apply the proposed amendments to all contracts 
in force on the basis of their existing carrying amounts at the transition date 
and updated future assumptions, adjusted for the removal of any related 
amounts in accumulated other comprehensive income. 

• An insurance entity would have the option to apply the proposed 
amendments retrospectively (with a cumulative catch-up adjustment to the 
opening balance of retained earnings) using actual historical experience 
information as of contract inception. 

o The option would be elected at the issue-year contract aggregation 
level and applied to all contract groups for that issue year and all 
subsequent issue years. 
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 Topic Decisions Reached 

Liability for Future 
Policy Benefits: 
Participating 
Contracts 

• The existing guidance for the liability for future policy benefits for 
participating insurance contracts should be retained. 

• The proposed changes to the amortization of deferred acquisition costs 
should apply to participating insurance contracts. 

Deferred 
Acquisition Costs 

Amortization 

• The amortization of deferred acquisition costs should be simplified. 

• The amortization method in the proposed Update should be replaced with 
a principle in which deferred acquisition costs would be amortized on a 
constant basis over the expected life of the contract. 

Write-Off Mechanism 

• Deferred acquisition costs should be written off for actual experience in 
excess of expected experience, without consideration of contract 
profitability. 

Transition 

• The deferred acquisition costs transition method should be aligned with the 
transition guidance for the liability for future policy benefits. 

• An insurance entity should apply the proposed amendments on the 
amortization of deferred acquisition costs to the existing carrying amount at 
the transition date, adjusted for the removal of any related amounts in 
accumulated other comprehensive income. 

• An insurance entity would have the option to apply the proposed 
amendments retrospectively (with a cumulative catch-up adjustment to the 
opening balance of retained earnings) using actual historical experience 
information. 

o For consistency, the same transition method would apply to both 
the liability for future policy benefits and deferred acquisition costs. 

o The option would be elected at the same issue-year level and 
would be applied entity-wide for that issue year and all subsequent 
issue years. 
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Market Risk 
Benefits 

Scope 

• The market risk benefit scope should be expanded to include general account 
deposit (or account balance) products (for example, fixed indexed annuities). 

Measurement and Presentation 

• Market risk benefits should be measured at fair value. 

• Changes in fair value should be presented in net income, except for changes in 
fair value attributable to changes in instrument-specific credit risk, which should 
be presented in other comprehensive income. 

Transition 

• Entities would be required to apply the proposed amendments to market risk 
benefits retrospectively to all prior periods. 

o An insurance entity would be allowed to use hindsight. 

Presentation and 
Disclosures 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Presentation 

• The adjustment relating to updating the liability for future policy benefits 
measurement assumptions should be presented separately in the statement of 
operations. 

• Market risk benefits should be presented separately in the statement of financial 
position. Changes in fair value should be presented separated in the statement 
of operations, except for changes in instrument-specific credit risk, which should 
be presented separately in other comprehensive income. 

Disclosures 

1. The following additional disclosures should be required: 

a. Information about gross premiums 

b. Information about techniques used to determine unobservable rates 

c. Premium deficiency testing methodology and results. 

2. The following proposed disclosures should not be required: 

a. Information about objectives, policies, and processes for managing 
risks, including information about hedging activity 

b. Ranges and weighted averages of inputs or assumptions (other than 
discount rates) used in liability measurement 

c. Weighted-average rates earned from the investment of policyholders’ 
account balance deposits 

d. Information used to conclude that no additional liability should be 
recognized for universal life-type contracts. 

3. All other proposed disclosures should be required. 
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Presentation and 
Disclosures 

(continued) 

4. The proposed frequency of the following disclosure requirements should be 
reduced to at least annually: 

a. Information about assumptions, changes in assumptions, and the 
effect of those changes 

b. The nature of capitalized costs 

c. The entity’s accounting policy for sales inducements. 

5. The proposed transition disclosure requirements should be replaced. An 
entity should be required to disclose: 

a. A rollforward of the pre-adoption transition date balances to post-
adoption transition date balances 

b. Qualitative and quantitative information about the effect of transition 
adjustments. 

Effective Date To be discussed at a future Board meeting. 

 


