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SUMMARY OF ISSUE

1. As described in Issue Paper No. 4—Definition of Assets and Nonadmitted Assets (Issue Paper No.
4), one of the cornerstones of statutory accounting is the use of nonadmitted assets. The use of
nonadmitted assets is consistent with the recognition concept in the Statutory Accounting Principles
Statement of Concepts and Statutory Hierarchy (Statement of Concepts).
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5. This paper shall not be considered an all-inclusive list of nonadmitted assets. Certain admitted
assets and nonadmitted assets are addressed in other issu
papers are nonadmitted until specifically authorized.

6. Consistent with paragraph 4, the following assets shall be nonadmitted and shall be reported in

7. Amounts on deposit with suspended depositories may not be fully recoverable. Any amounts not
reasonably expected to be recovered shall be written off in accordance with

Definition of Liabilities, Loss Contingencies and Impairments of Assets (Issue Paper No. 5). Amounts in
excess of that written off shall be nonadmitted as they are not available to satisfy obligations to
policyholders.

8. In accordance with Issue Paper No. 5, amounts determined to be uncollectible or otherwise
impaired shall be written off. Amounts in excess of that written off are not considered to be properly
collateralized as there are no underlying assets which would otherwise be admitted assets. Such amounts
shall be nonadmitted as they may be of questionable economic value if needed to fulfill policyholder

9. In accordance with Issue Paper No. 5, amounts determined to be uncollectible or otherwise
impaired shall be written off. Amounts in excess of that written off typically are unsecured and as such
have no underlying assets which would otherwise be admitted assets. Such amounts shall be nonadmitted
as they may be of questionable economic value if needed to fulfill policyholder obligations. Some of
these items may also be considered prepaid expenses which, per Issue Paper No. 29—Prepaid Expenses
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Company’s Stock as Collateral for Loan
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Drafting Notes/Comments
- Issue Paper No. 5 discusses and outlines the appropriate treatment for the impairment of assets.

RELEVANT STATUTORY ACCOUNTING AND GAAP GUIDANCE

17. The Life/A&H and P&C Accounting Practices and Procedures Manuals, page iv and page v,
respectively, provide the following guidance:

ASSETS
paragraph 1

Because of the conservatism intrinsic to insurance accounting, certain assets may be accorded
limited or no value in statutory reporting, i.e., nonadmitted assets.

18. Chapter 9, Nonadmitted Assets, of the P&C Accounting Practices and Procedures Manual
provides guidance as outlined below. Many of the items given as examples in Chapter 9 have been
addressed in separate issue papers and therefore are not addressed in the conclusion of this issue paper.
Additionally, the accounting treatment for such items addressed in separate issue papers may no longer be
consistent with the accounting treatment outlined in Chapter 9.

Because, in many respects, the statutory balance sheet is presented on a conservative basis,
certain assets (which may have a recognized value in noninsurance corporations) are accorded
no value and thus reduce the reported surplus of the insurance company. Some assets may be
nonadmitted because they do not conform to the laws and regulations of the various states and
other assets may be nonadmitted because they are not readily convertible to liquid assets.
Changes in the amount of nonadmitted assets are charged or credited directly to surplus.

The following are examples of nonadmitted assets:

1. Excess of Book Value over Market Value of Securities: In keeping with the concept of
presenting the balance sheet on a conservative basis, the unrealized loss on stocks and
impaired bonds reduces the admitted asset value on the annual statement.

2. Deposits in Suspended Depositories (less the estimated recoverable amount): The amounts
on deposit in excess of what reasonably can be estimated as recoverable are nonadmitted.

3. Agents’ Balances or Uncollected Premiums Over Three Months Due: The statutes of most
states require that agents’ balances or uncollected premiums over three months due be
nonadmitted because of the uncertainty of collection. The over three months rule does not
apply to ceded reinsurance premiums payable due from solvent insurance companies
provided the assuming insurer maintains sufficient reserves as to the ceding insurer to apply
the principles of offset accounting or the ceding insurer is licensed and in good standing in
the state of the assuming insurer’s domicile.

4. Future installments on all policies for which one or more installments are over three months
due.

5. Accrued retrospective premiums from any person for whom any agents’ balances or
uncollected premiums are classified as nonadmitted.
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