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over 12 calendar months of the fee year and 5) over 12 months from October 1 of the data year through 
payment on September 30 of the fee year.   
 
18. ASU 2011-06 recognizes the expense over the calendar year or another method if it is more 
accurate. Industry representatives advocated for a similar expense recognition approach with 
modifications using a nonadmitted deferred expense asset. Industry advocated an approach, which 
recognized the full impact in surplus on January 1, and then establishes a nonadmitted deferred expense 
asset. The deferred expense asset is then amortized to expense over the calendar year similar to GAAP 
expense recognition timing. 

 
19. Deferring expenses over 12 months of the fee year was determined to be inconsistent with 
explicit language in the Statement of Concepts Recognition guidance which notes that:  

 
Accounting treatments, which tend to defer expense recognition, do not generally represent 
acceptable SAP treatment. 
 

In addition, some members of the Working Group noted that the nonadmitted deferred cost asset does not 
meet the definition of an asset. The Working Group’s exposure adopts GAAP with modification to 
require full expense recognition on January 1 of the fee year. and 2) to require the reclassification from 
unassigned surplus to special surplus in the data year for the estimated amount payable.   
 
Special Surplus Segregation  

20. It was noted that the year-end financial statements are used in many of the regulatory financial 
solvency tools, such as risk-based capital (RBC), dividend limitations noted in the Insurance Holding 
Company System Regulatory Act (Model 440), various financial analysis and regulatory tools. Therefore, 
omitting this material liability from year-end recognition in the data year would hamper year-end analysis 
of insurers and require state regulators to perform additional manual reviews. Partially to address these 
concerns, disclosures regarding the estimated fee year amount and the impact on RBC were adopted. 
However, Working Group members noted that the regulatory ability to act on disclosures is weaker than 
the regulatory ability to act on liability recognition.  
 
21. An industry compromise was developed to require the estimated amount payable for the fee year 
to be reflected as a reclassification of surplus from unassigned surplus to special surplus in the data year. 
This reclassification does not decrease total surplus. While this does provide transparency to the financial 
statements and somewhat limits the source of dividend payments, it does not fully limit the amount of 
dividends which may be paid. The primary determinant of whether a dividend is extraordinary is ten 
percent of total surplus. If a dividend is not extraordinary, a company may pay it without prior approval. 
The Working Group noted that an insurer would get an artificial increase in the ordinary/extraordinary 
dividend data year threshold equal to ten percent of the amount payable for the fee year. This accrual in 
special surplus is subsequently reversed on January 1 of the fee year when the fee year payable is 
recognized.   
  
Statutory Statement of Concepts 

22. The Working Group discussion directed that an analysis of the proposed guidance with the 
statutory statement of concepts be prepared for inclusion in this Issue Paper.  

Conservatism 

23. The Preamble, paragraph 30 calls for accounting to be reasonably conservative. Section 9010 of 
the Affordable Care Act (ACA) indicates the amount of the fee is allocated based on prior year health 
premium (data year) if the reporting entity is a provider of health insurance coverage as of January 1 of 
the year the fee is paid (fee year). The unusual wording in the ACA creates questions regarding when the 
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liability is triggered. ASU 2011-06 – Fees Paid to the Federal Government by Health Insurers (ASU 
2011-06) determined that the liability is incurred on January 1 of the year the fee is paid. ASU 2011-06 
also explicitly scoped the liability as separate from insurance-related assessments and notes that the fee 
does not meet the GAAP definition of a policy acquisition cost. The definition of a liability incorporated 
by statutory accounting in SSAP No. 5R—Liabilities, Contingencies and Impairments of Assets –Revised 
(SSAP No. 5R) is based on the GAAP definition of a liability. Therefore, SAP and GAAP should have 
similar conclusions regarding the incurral of a liability.  

24. The fee year view currently exposed by the Working Group and the position adopted by the 
Emerging Issues Task Force in ASU 2011-06 indicates that a liability has not been incurred until 
provision of insurance coverage in the fee year. If the obligating event for the liability is viewed as 
January 1 of the fee year, then it is conservative to recognize the liability in full as soon as it is incurred 
on January 1 of the fee year.  

25. The fee year view is not considered as conservative as the data year view with regard to 
recognition of the ACA fee liability, but it is consistent with the GAAP guidance in ASU 2011-06 that 
was adopted.   

Consistency 

26. Paragraph 31 of the Preamble highlights the importance of meaningful and comparable financial 
information. Statutory accounting requires expensing of acquisition costs and establishing loss reserves at 
policy inception. Other administrative costs of policies are recognized as a liability when incurred. Policy 
pricing includes some elements, such as administrative overhead, which are not recognized as liabilities 
until they are incurred. 

27. Preamble, paragraph 31 also calls for “consistency in the development and application of 
statutory accounting principles.” This proposal preserves that consistency without imposing a different 
standard for recognition of the future fee payments.  

Recognition 

28. The Preamble, paragraph 34 states that liabilities require recognition as they are incurred. Under 
this proposal, GAAP and SAP define liability recognition consistently. Given the dual trigger in the law 
of writing premium in the data year and providing insurance in the fee year, recognition in the fee year is 
consistent with the FASB Emerging Issues Task Force conclusion in ASU 2011-06. Therefore, defining 
the liability triggering event as providing insurance in the fee year is consistent with U.S. GAAP.  

29. The Fee can be invoiced any time during the fee year, but must be paid no later than September 
30. GAAP guidance in ASU 2011-06 amortizes the Fee through December of the fee year. Statutory 
accounting recognizes expenses as incurred, as they are no longer available to pay policyholders. This is 
consistent with the statement of concepts regarding recognition and conservatism. However, ASU 2011-
06 varies from statutory conservatism, by deferring recognition of the liability expense over the course of 
the fee calendar year. Deferring expenses is explicitly in conflict with the following quote in the 
Recognition concept in paragraph 35 of the Preamble, “Accounting treatments which tend to defer 
expense recognition do not generally represent acceptable SAP treatment.” A deferred expense asset is 
also inconsistent with the definition of an asset as it does not represent a future benefit and no expenses 
have been prepaid. The current exposure by the Working Group is to expense in full on January 1 of the 
fee year. 

30. The Working Group noted that provision of coverage to a single policyholder in the fee year 
triggers the obligation of the full liability based on all subject policies in the preceding year. Policyholder 
acceptance on January 1 of the fee year of a calendar year policy is further evidence of a liability existing 
in the data year. 
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31. The proposal requires that reporting entities establish in special surplus funds an amount equal to 
the anticipated Fee payable in the next year. This segregation in special surplus in the data year is to 
provide transparency on the face of the financial statements regarding the subsequent year’s fee payable. 
This provides regulators additional information for year-end regulatory decisions and financial analysis. 
In addition, there are annual disclosures, including a disclosure that reflects RBC as if the liability was 
accrued in the data year. 

Conclusion 

32. The proposal generally defers recognition of the Fee liability until the fee year consistent with 
GAAP. It also provides transparency with the segregation in special surplus.  

Data Year Recognition (Dissenting Opinion) Statutory Statement of Concepts  

33. The group that advocated liability recognition at December 31 of the data year conducted its own 
analysis that reflects how the proposed guidance aligns with the statutory accounting principles Statement 
of Concepts: 

Conservatism 

34. The Working Group is concerned regarding the material amount of the Fee that will be 
recognized as a liability on January 1 of the fee year without substantive commercial action of the insurer. 
It was further concerned that not recognizing the liability in the data year was inconsistent with the 
concept of conservatism.  

35. The most fundamental question that the Working Group addresses in the proposed guidance is the 
timing of the liability for the ACA fee. Should the liability be accrued at year-end of the data year or 
accrued on January 1 of each fee year? The general concept of conservatism states that if there is 
uncertainty about incurring a loss, one should tend toward recording such loss. Although there may be 
disagreement with respect to the appropriate timing for recognition of this liability, recording the liability 
at year-end is the most conservative approach. Since the primary responsibility of statutory accounting is 
to regulate for financial solvency, the use of conservatism by the SAPWG in developing accounting 
principles for statutory reporting purposes is critical and cannot be ignored.    

36. The proposed guidance clearly violates the concept of conservatism when focusing on the 
fundamental question:  when should the liability for the ACA fees be established. 

Consistency 

37. Current statutory accounting in SSAP No. 35R requires that entities subject to premium-based 
administrative type assessments recognize a liability for such assessment when the entity writes the 
premium or becomes obligated to write the premium. However, the proposed guidance ignores this 
approach and creates a special exception for health insurance entities subject to the ACA fee. This special 
treatment is inconsistent with the existing liability recognition principles in SSAP No. 35R.    
 
38. One of the three essential characteristics of a liability is that the duty or responsibility obligates a 
particular entity, leaving it little or no discretion to avoid the future sacrifice. Some advocates of the 
proposed guidance have argued that an entity can avoid tax obligations by not providing any health 
insurance coverage during the fee year by choosing to go or be out of business each December 31; and, 
therefore, the health insurers should not have to record a liability for the ACA fee. However, the same 
health insurers that make this contention are also reporting significant amounts of deferred tax assets that 
are dependent on the existence of sufficient taxable income of the appropriate character in the 
carryfoward period. These contradictory outlooks on future operations and earnings are inconsistent.  
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39. The proposed guidance violates the concept of consistency and the regulators’ need for 
meaningful, comparable financial information to determine an insurer’s financial condition.    

 
Recognition 

40. The fee meets the definition of a liability when the premium subject to the assessment has been 
written or the reporting entity is obligated to write the premium. In order to meet Health Insurance 
Portability and Accountability Act (HIPAA) requirements or to comply with contractual commitments, 
insurers are legally obligated to provide insurance in the subsequent year when entering into contracts 
during the previous year that have policy periods that extend into that same subsequent year. When a 
reporting entity has committed, or has a legal obligation, to provide insurance in the year the assessment 
is payable, it has met the secondary trigger in the ACA and a liability should be required to be accrued in 
that year’s financial statements.   
 
41. Advocates of the proposed guidance have argued that while a health insurer may be contractually 
bound to provide coverage in the payment year, the policyholder has no reciprocal obligation to accept 
such coverage. However, SSAP No. 9—Subsequent Events (SSAP No. 9) would address this particular 
situation. SSAP No. 9 requires an entity to recognize in the financial statements the effects of all material 
Type I subsequent events that provide additional evidence about conditions that existed at the date of the 
balance sheet. The health insurer’s contractual obligation to provide coverage in the payment year is the 
condition that existed at the date of the balance sheet date. The policyholders’ actions on January 1 
provide the additional evidence about those same conditions. If all of the policyholders of the health 
insurer do not accept coverage, there is no need to establish an ACA fee liability. However, if any single 
policyholder does accept coverage, that acceptance provides the additional evidence about conditions that 
existed at the date of the balance sheet (the contractual obligation), and an ACA fee liability needs to be 
recognized in the financial statements.   
 
42. The revised SSAP No. 35R violates the concept of recognition and the principal focus of 
solvency measurement: the determination of financial condition though analysis of the balance sheet.    

 
Data Year (Dissenting Opinion) Conclusion 

43. The proposed guidance clearly violates the fundamental concepts on which statutory financial 
accounting and reporting standards are based.   
 
RELEVANT LITERATURE 

Generally Accepted Accounting Principles 

44. Accounting Standards Update 2011-06 Other Expenses (Topic 720) Fees Paid to the Federal 
Government by Health Insurers (ASU 2011-06) was issued in July 2011. The amendments in this update 
specify that the liability for the fee should be estimated and recorded in full once the entity provides 
qualifying health insurance in the applicable calendar year in which the fee is payable with a 
corresponding deferred cost that is amortized to expense using a straight-line method of allocation unless 
another method better allocates the fee over the calendar year that it is payable. Additionally, this Update 
indicates that the fee would not meet the definition of an acquisition cost. Excerpts from ASU  2011-06 
are as follows: 

Scope and Scope Exceptions 
 

405-30-15-3  The  guidance in this Subtopic does not apply to the following transactions and 
activities: 
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a. Amounts payable or paid as a result of reinsurance contracts or arrangements that 
are in substance reinsurance, including assumed reinsurance activities and certain 
involuntary pools that are covered by Topic 944. 

 
b. Assessments of depository institutions related to bank insurance and similar funds. 
 
c. The annual fee imposed on health insurers by the Patient Protection and 

Affordable Care Act as amended by the Health Care and Education Reconciliation 
Act (the Acts). The accounting for the Acts’ fee is addressed in Subtopic 720-50. 

 
Other Expenses—Fees Paid to the Federal Government by 
Pharmaceutical Manufacturers and Health Insurers 

 
Overview and Background 

 
720-50-05-1 This Subtopic provides guidance on the annual feefees paid by pharmaceutical 
manufacturers  and health insurers to the U.S. Treasury in accordance with the 
Patient Protection and Affordable Care Act as amended by the Health Care and Education 
Reconciliation Act (the Acts). 

 
720-50-05-2 The Acts impose an annual feefees on the pharmaceutical manufacturing 
industry for each calendar year beginning on or after January 1, 2011, and on the health 
insurance industry for each calendar year beginning on or after January 1, 2011January 1, 
2014. An entity’s portion of the annual fee is payable no later than September 30 of the 
applicable calendar year and is not tax deductible. The annual fee ranges from $2.5 billion 
to $4.1 billion in total, a portion of which will be allocated to individual entities on the basis of 
the amount of their branded prescription drug sales for the preceding year as a percentage of 
the industry’s branded prescription drug sales for the same period. An entity’s portion of the 
annual fee becomes payable to the U.S. Treasury once a pharmaceutical manufacturing 
entity has a gross receipt from branded prescription drug sales to any specified government 
program or in accordance with coverage under any government program for each calendar 
year beginning on or after January 1, 2011. [Content amended and moved to paragraph 
720-50-05-3]  
 
720-50-05-3 For the pharmaceutical manufacturing industry, theThe annual fee 
ranges from $2.5 billion to $4.1 billion in total, 
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apply judgment when evaluating the facts and circumstances of other fee arrangements 
before analogizing to the guidance in this Subtopic. 
 
Recognition 

 
720-50-25-1 The liability related to the annual fee described in paragraphparagraphs 720-50-
05-1 through 05-4  shall be estimated and recorded in full upon the first qualifying sale for 
pharmaceutical manufacturers or once the ent



IP No. 148 Issue Paper 

 IP 148-12 

calendar year beginning after 2013 a fee in an amount determined under subsection (b). 
[Amended by section 10905(f)(1) and section 1406(a)(1) of HCERA.] 
 
(2) ANNUAL PAYMENT DATE.—For purposes of this section, the term ‘‘annual payment 
date’’ means with respect to any calendar year the date determined by the Secretary, but 
in no event later than September 30 of such calendar year. 
 

(b) DETERMINATION OF FEE AMOUNT.—[Replaced by section 10905(b).] 
 

(1) IN GENERAL.—With respect to each covered entity, the fee under this section for any 
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(1) a United States citizen, 
 
(2) a resident of the United States (within the meaning of section 7701(b)(1)(A) of the 
Internal Revenue Code of 1986), or 
 
(3) located in the United States, with respect to the period such individual is so located. 
 

(e) APPLICABLE AMOUNT.—[Replaced by section 10905(b) and subsequently revised by 
section 1306(a)(4) of HCERA.] For purposes of subsection (b)(1)— 
 

(1) YEARS BEFORE 2019.—In the case of calendar years beginning before 2019, the 
applicable amount shall be determined in accordance with the following table: 

Calendar year Applicable amount 
2014 ............................................................................... $8,000,000,000 
2015 ............................................................................... $11,300,000,000 
2016 ............................................................................... $11,300,000,000 
2017 ............................................................................... $13,900,000,000 
2018 ............................................................................... $14,300,000,000. 
 

(2) YEARS AFTER 2018.—In the case of any calendar year beginning after 2018, the 
applicable amount shall be the applicable amount for the preceding calendar year 
increased by the rate of premium growth (within the meaning of section 36B(b)(3)(A)(ii) of 
the Internal Revenue Code of 1986) for such preceding calendar year. 
 

(f) TAX TREATMENT OF FEES.—The fees imposed by this section— 
 

(1) for purposes of subtitle F of the Internal Revenue Code of 1986, shall be treated as 
excise taxes with respect to which only civil actions for refund under procedures of such 
subtitle shall apply, and 
 
(2) for purposes of section 275 of such Code shall be considered to be a tax described in 
section 275(a)(6). 
 

(g) REPORTING REQUIREMENT.— 
 

(1) IN GENERAL.—Not later than the date determined by the Secretary following the end 
of any calendar year, each covered entity shall report to the Secretary, in such manner as 
the Secretary prescribes, the covered entity’s net premiums written with respect to health 
insurance for any United States health risk for such calendar year. [As revised by section 
10904(f)(4).] 
 
(2) PENALTY FOR FAILURE TO REPORT.— 
 

(A) IN GENERAL.—In the case of any failure to make a report containing the 
information required by paragraph (1) on the date prescribed therefor 
(determined with regard to any extension of time for filing), unless it is shown that 
such failure is due to reasonable cause, there shall be paid by the covered entity 
failing to file such report, an amount equal to— 
 

(i) $10,000, plus 
 
(ii) the lesser of— 
 

(I) an amount equal to $1,000, multiplied by the number of days 
during which such failure continues, or 
 
(II) the amount of the fee imposed by this section for which such 
report was required. 
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(B) TREATMENT OF PENALTY.—The penalty imposed under subparagraph 
(A)— 
 

(i) shall be treated as a penalty for purposes of subtitle F of the Internal 
Revenue Code of 1986,  
 
(ii) shall be paid on notice and demand by the Secretary and in the same 
manner as tax under such Code, and 
 
(iii) with respect to which only civil actions for refund under procedures of 
such subtitle F shall apply. 
 

(3) ACCURACY-RELATED PENALTY.—[As added by section 1406(a)(5) of HCERA.] 
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(C) any medicare supplemental health insurance (as defined in section 
1882(g)(1) of the Social Security Act). 
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Appendix A – Tracked Changes to SSAP No. 35R 

Note – The changes reflected in this Appendix illustrate the revisions to SSAP No. 35R adopted in 
December 2013.  This guidance was subsequently moved in 2014 into SSAP No. 106—Affordable Care 
Act Section 9010 Assessment as illustrated in Appendix B. 

Statement of Statutory Accounting Principles No. 35 – Revised 

Guaranty Fund and Other Assessments 

SCOPE OF STATEMENT 
 
1. This statement establishes statutory accounting principles for guaranty fund and other 
assessments. 

2. Guaranty fund assessments represent a funding mechanism employed by states to provide funds 
to cover policyholder obligations of insolvent reporting entities. Most states have enacted legislation 
establishing guaranty funds for both life and health insurance and for property and casualty insurance to 
provide for covered claims or to meet other insurance obligations of insolvent reporting entities in the 
state. 

3. This statement addresses other assessments including but not limited to workers’ compensation 
second injury funds and for funds that pay operating costs of an insurance department, a state guaranty 
fund, and/or the workers’ compensation board. This statement also addresses health related assessments 
including but not limited to state health insurance high-risk pools, health insurance small group and 
individual reinsurance pools, state health demographic or risk adjustment assessments. 

SUMMARY CONCLUSION 
 
4. This statement adopts with modification guidance from Accounting Standard Codification 405-
30, Insurance-Related Assessments (ASC 405-30) as reflected within this SSAP. Consistent with ASC 
405-30-25-1, entities subject to assessments shall recognize liabilities for insurance-related assessments 
when all of the following conditions are met (paragraph 1315 provides guidance on applying the 
recognition criteria):  

a. An assessment has been imposed or information available prior to issuance of the 
statutory financial statements indicates that it is probable that an assessment will be 
imposed.  

b. The event obligating an entity to pay an imposed or probable assessment has occurred on 
or before the date of the financial statements.  

c. The amount of the assessment can be reasonably estimated. 

Guaranty fund and other assessments shall be charged to expense (Taxes, Licenses and Fees) and a 
liability shall be accrued when the above criteria are met except for certain health related assessments 
which shall be reported as a part of claims. Health related assessments that are reported as a part of claims 
instead of taxes, licenses and fees are those assessments that are designed for the purpose of spreading the 
risk of severe claims or adverse enrollment selection among all participating entities, and where the funds 
collected via the assessment are re-distributed back to the participating entities based upon the cost of 
specific claims, enrollment demographics, or other criteria affecting health care expenses. This standard 
does not permit liabilities for guaranty funds or other assessments to be discounted.  
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5.  ASU 2011-06: Other Expenses – Fees Paid to the Federal Government by Health Insurers (ASU 
2011-06) is adopted with modifications reflected in this statement. ASU 2011-06 provides specific 
guidance related to the assessment in Section 9010 of the Affordable Care Act and the statutory 
accounting guidance is included in paragraphs 16-21. 

5.6. 
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assessments, the range of assessment liability may have to be re-evaluated regularly during the 
assessment process. Changes in the amount of the liability (or asset) as information becomes available 
over time and revisions to estimates in the amount or timing of the payments shall be recorded in taxes, 
licenses and fees. 

9.10. In accordance with SSAP No. 5R, when the reasonable estimate of the loss is a range, the amount 
in the range that is considered the best estimate shall be accrued. When, in management’s opinion, no 
amount within management’s estimate of the range is a better estimate than any other amount, however, 
the midpoint (mean) of management’s estimate in the range shall be accrued. For purposes of this 
statement, it is assumed that management can quantify the high end of the range. If management 
determines that the high end of the range cannot be quantified, then a range does not exist, and 
management’s best estimate shall be accrued. 

Reporting Assets for Premium Tax Offsets and Policy Surcharges 
 
10.11. The liability for accrued assessments shall be established gross of any probable and estimable 
recoveries from premium tax credits and premium surcharges. When it is probable that a paid or accrued 
assessment will result in an amount that is recoverable from premium tax offsets or policy surcharges, an 
asset shall be recognized for that recovery in an amount that is determined based on current laws, 
projections of future premium collections or policy surcharges from in-force policies, and as permitted in 
accordance with paragraphs 1011.a., 1011.b. and 1011.c. Any recognized asset from premium tax credits 
or policy surcharges shall be re-evaluated regularly to ensure recoverability. Upon expiration, tax credits 
no longer meet the definition of an asset and shall be written off. 

a. For assessments paid before premium tax credits are realized or policy surcharges are 
represents a1225
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assessment shall recognize a liability for the entire amount of future assessments related 
to a particular insolvency when a formal determination of insolvency is rendered.  

b. Prospective-premium-based guaranty-fund assessments - The event that obligates the 
entity for the assessment liability generally is the writing of, or becoming obligated to 
write or renew, the premiums on which the expected future assessments are to be based 
(for example, multiple-year contracts under which an insurance entity has no discretion to 
avoid writing future premiums). Therefore, the event that obligates the entity generally 
will not have occurred at the time of the insolvency. Law or regulatory practice affects 
the event that obligates the entity in either of the following ways:  

i. In states that, through law or regulatory practice, provide that an entity cannot 
avoid paying a particular assessment in the future (even if the entity reduces 
premium writings in the future), the event that obligates the entity is a formal 
determination of insolvency or a similar event. An entity that has the ability to 
reasonably estimate the amount of the assessment shall recognize a liability for 
the entire amount of future assessments that cannot be avoided related to a 
particular insolvency when a formal determination of insolvency occurs.  

ii. In states without such a law or regulatory practice, the event that obligates the 
entity is the writing of, or becoming obligated to write, the premiums on which 
the expected future assessments are to be based. An entity that has the ability to 
reasonably estimate the amount of the assessments shall recognize a liability 
when the related premiums are written or when the entity becomes obligated to 
write the premiums.  

c. Prefunded-premium-based guaranty-fund assessments - A liability for an assessment 
arises when premiums are written. Accordingly, an entity that has the ability to 
reasonably estimate the amount of the assessment shall recognize a liability as the related 
premiums are written.  

d. Other premium-based assessments - Other premium-based assessments shall be 
accounted for in the same manner as prefunded premium-based guaranty-fund 
assessments.  

e. Loss-based assessments - An assessment is probable of being asserted when the loss 
occurs. The obligating event of the assessment also has occurred when the loss occurs. 
Accordingly, an entity that has the ability to reasonably estimate the amount of the 
assessment shall recognize a liability as the related loss is incurred.  

f. Administrative-type assessments – As this assessment is typically an annual amount per 
entity assessed to fund operations of the guaranty association, regardless of the existence 
of an insolvency, such assessments are generally expensed in the period assessed. 

Affordable Care Act Section 9010 Assessment 
 
16. The Affordable Care Act (ACA) imposes an assessment on entities that issue health insurance for 
each calendar year beginning on or after January 1, 2014. Pursuant to Section 9010 of the ACA, a 
reporting entity’s portion of the assessment is paid no later than September 30 of the applicable calendar 
year (the fee year) beginning in 2014 and is not tax deductible. The amount of the assessment for the 
reporting entity is based on the ratio of the amount of an entity’s subject net health premiums written for 
any U.S. health risk during the preceding calendar year (data year) to the aggregate amount of subject net 
health premiums written by all subject U.S. health insurance providers during the preceding calendar 
year. The ACA includes some significant exclusions regarding which entities are required to pay the 
assessment. This guidance applies to all entities that are subject to the fee. The guidance in this Section 
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(paragraphs 16-21) applies to the unique facts and circumstances in the ACA; accordingly, an entity 
should apply judgment when evaluating the facts and circumstances of other assessments arrangements 
before analogizing to the guidance for Section 9010 of the ACA.  

17. Throughout this discussion of the Section 9010 assessment of the ACA, the following terms 
apply: 

a. The term ”data year” means the calendar year immediately before the fee year. Thus, For 
example, 2014 is the data year for fee year 2015.   

b. The term “fee year" means the calendar year in which the assessment must be paid to the 
U.S. Treasury.    

18. A reporting entity’s portion of the annual assessment becomes payable to the U.S. Treasury once 
the reporting entity provides health insurance (in the fee year) for any subject U.S. health risk for each 
calendar year beginning on or after January 1, 2014. 

19. The liability related to the Section 9010 ACA assessment shall be estimated and recorded in full 
once the entity provides qualifying health insurance (typically January 1) in the applicable calendar year 
in which the assessment is paid 



 Affordable Care Act Section 9010 Assessment IP No. 148 

 IP 148-23 

d. Disclosures shall be made in accordance with paragraph 25 of SSAP No. 5R when there 
is at least a reasonable possibility that the impairment of an asset from premium tax 
offsets or policy surcharges may have been incurred.  

16.23. For the Section 9010 ACA assessment:  

a. For the annual reporting period ending December 31, 2013 and thereafter, a reporting 
entity subject to the assessment under Section 9010 of the Affordable Care Act, shall 
provide a disclosure of the assessment payable in the upcoming year consistent with the 
guidance provided under SSAP No. 9—Subsequent Events for a Type II subsequent event. 
The disclosure shall provide information regarding the nature of the assessment and an 
estimate of its financial impact, including the impact on its risk based capital position as 
if it had occurred on the balance sheet date. In accordance with SSAP No. 9, paragraph 9, 
the reporting entity shall also consider whether there is a need to present pro forma 
financial statements regarding the impact of the assessment, based on its judgment of the 
materiality of the assessment.  

b. Additionally, for annual reporting periods ending on or after December 31, 2014, the 
disclosure in paragraph 23.a.is expanded to include information on the amounts reflected 
in special surplus in the data year. The disclosure shall provide information regarding the 
nature of the assessment and the Total Adjusted Capital and Authorized Control Level (in 
dollars) before and after adjustment (as reported in its estimate of special surplus 
applicable to the 9010 fee) to reflect the fee as of the annual reporting date as if it had 
been reported on the balance sheet date. The disclosure shall also provide a statement as 
to whether an RBC action level would have been triggered had the fee been reported as of 
the balance sheet date. 

17.24. Refer to the preamble for further discussion regarding disclosure requirements. 

Relevant Literature 
 
18.25. This statement adopts GAAP guidance for recording guaranty fund and other assessments, which 
is contained in Accounting Standards Codification 405-30, Insurance Related Assessments (ASC 405-30) 
to the extent reflected in this SSAP. Statutory accounting modifications from ASC 405-30 are as follows: 

a. The option to discount accrued liabilities (and reflect the time value of money in 
anticipated recoverables) is rejected for statutory accounting. Liabilities for guaranty 
funds or other assessments shall not be discounted.  

 
b. The use of a valuation allowance for premium tax offsets and policy surcharges no longer 

probable for realization has been rejected for statutory accounting. Evaluation of assets 
shall be made in accordance with SSAP No. 5R, and if it is probable that the asset is no 
longer realizable, the asset shall be written off and charged to income in the period the 
determination is made.  

 
c. Guidance within ASC 405-30 pertaining to noninsurance entities has been rejected as not 

applicable for statutory accounting.  
 

26. The guidance in paragraph 13 14 adopted Emerging Issues Task Force No. 06-3: How Taxes 
Collected from Customers and Remitted to Governmental Authorities Should Be Presented in the Income 
Statement (That is, Gross versus Net Presentation) and was effective September 2007. 

19.27. ASU 2011-06: Other Expenses – Fees Paid to the Federal Government by Health Insurers is 
adopted with modifications: 1) to require full expense recognition on January 1 of the fee year and 2) to 
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require the reclassification from unassigned surplus to special surplus in the data year for the estimated 
amount payable, and 3) other modifications for statutory accounting terminology as reflected in  
paragraphs 16-21.  

Effective Date and Transition 
 
20.28. This statement is effective for years beginning January 1, 2001. A change resulting from the 
adoption of this statement shall be accounted for as a change in accounting principle in accordance with 
SSAP No. 3—Accounting Changes and Corrections of Errors. Substantive revisions to paragraphs 4, 67, 
78, 89, 1011, 1112, 1315 and 1422 are initially effective for the reporting period beginning January 1, 
2011. The result of applying this revised Statement shall be considered a change in accounting principle 
in accordance with SSAP No. 3. Pursuant to SSAP No. 3, the cumulative effect of changes in accounting 
principles shall be reported as an adjustment to unassigned funds (surplus) in the period of the change in 
accounting principle. The cumulative effect recognized through surplus from initial application of this 
Statement shall reflect the removal of liabilities established under SSAP No. 35, and the re-establishment 
of liabilities required under SSAP No. 35R. If there is no change in the liabilities recognized (for 
example, retrospective-premium based assessments), no cumulative effect adjustment shall occur. With 
regards to assets, the entity shall complete an assessment of the SSAP No. 35 asset reported as of the 
transition date. If it is determined that the reported asset exceeds what is allowed under SSAP No. 35R, 
then the excess asset shall be written-off, through unassigned funds, so the ultimate asset reflected 
corresponds with what is permitted under SSAP No. 35R. Although it is possible that the excess asset will 
be reinstated once the liability assessment is recognized (prospective-premium based assessments), it is 
inappropriate to continue to reflect an asset for assessments that are not reflected within the financial 
statements. The guidance in paragraph 13 14 adopted Emerging Issues Task Force No. 06-3: How Taxes 
Collected from Customers and Remitted to Governmental Authorities Should Be Presented in the Income 
Statement (That is, Gross versus Net Presentation) and was effective September 2007. The Section 9010 
ACA fee has specific guidance (adopted December  2013), detailed in paragraphs 16-21, that is initially 
effective for annual reporting periods beginning January 1, 2014.  

RELEVANT ISSUE PAPERS 
 

• Issue Paper No. 35—Accounting for Guaranty Fund and Other Assessments 

• Issue Paper No. 143—Prospective-Based Guaranty Fund Assessments 
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EXHIBIT A – PRIMARY METHODS OF GUARANTY FUND ASSESSMENTS 

a.  Retrospective-premium-based assessments - Guaranty funds covering benefit payments of 
insolvent life, annuity, and health insurance entities typically assess entities based on premiums 
written or received in one or more years before the year of insolvency. Assessments in any year 
are generally limited to an established percentage of an entity's average premiums for the three 
years preceding the insolvency. Assessments for a given insolvency may take place over several 
years.  

b.   Prospective-premium-based assessments - Guaranty funds covering claims of insolvent property 
and casualty insurance entities typically assess entities based on premiums written in one or more 
years after the insolvency. Assessments in any year are generally limited to an established 
percentage of an entity's premiums written or received for the year preceding the assessment. 
Assessments for a given insolvency may take place over several years.  

c.   Prefunded-premium-based assessments - This kind of assessment is intended to prefund the costs 
of future insolvencies. Assessments are imposed before any particular insolvency and are based 
on the current level of written premiums. Rates to be applied to future premiums are adjusted as 



IP No. 148 Issue Paper 

 IP 148-26 

Appendix B – Illustration of SSAP No. 106:  ACA Assessments 

Note – The changes reflected in this Appendix illustrate the substantive placement revisions to SSAP No. 
35R adopted in December 2013 (reflected in Appendix A), which were subsequently moved in 2014 into 
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assessment shall be recognized in full on January 1 of the fee year, in the operating expense category of 
Taxes, Licenses and Fees. 

7. Liability recognition of the Section 9010 fee is not required in the data year. In the data year, the 
reporting entity is required to reclassify from unassigned surplus to special surplus an amount equal to its 
estimated subsequent fee year assessment. This segregation in special surplus is accrued monthly 
throughout the data year. The reclassification from unassigned surplus to special surplus does not reduce 
total surplus. On January 1 of the fee year, the prior year segregation in special surplus is reversed and the 
full current fee year assessment liability shall be accrued. 

8. The Section 9010 ACA annual assessment does not represent a cost related to the acquisition of 
policies that is consistent with the definition of acquisition costs in SSAP No. 71—Policy Acquisition 
Costs and Commissions. 

Disclosures 

9. For the Section 9010 ACA assessment:  

a. For the annual reporting period ending December 31, 2013, and thereafter, a reporting 
entity subject to the assessment under section 9010 of the Affordable Care Act, shall 
provide a disclosure of the assessment payable in the upcoming year consistent with the 
guidance provided under SSAP No. 9—Subsequent Events for a Type II subsequent event. 
The disclosure shall provide information regarding the nature of the assessment and an 
estimate of its financial impact, including the impact on its risk-based capital position as 
if it had occurred on the balance sheet date. In accordance with SSAP No. 9, paragraph 9, 
the reporting entity shall also consider whether there is a need to present pro forma 
financial statements regarding the impact of the assessment, based on its judgment of the 
materiality of the assessment. 

b. Additionally, for annual reporting periods ending on or after December 31, 2014, the 
disclosure in paragraph 9.a. is expanded to include information on the amounts reflected 
in special surplus in the data year.  

i. The reporting entity shall disclose the amount of premium written for the 
current year that is the basis for the determination of the section 9010 fee 
assessment to be paid in the subsequent year (net assessable premium). 
Prior year amounts shall also be included for comparative purposes;  
 

i.ii. Reporting entities shall provide information regarding the nature of the 
assessment, the estimated amount of the assessment payable in the 
upcoming year (current and prior year)and the amount of assessment 
paid (current and prior year), and ; 
 

ii.iii. The disclosure shall also provide the Total Adjusted Capital and 
Authorized Control Level (in dollars) before and after adjustment (as 
reported in its estimate of special surplus applicable to the 9010 fee) to 
reflect the fee as of the annual reporting date as if it had been reported on 
the balance sheet date. The disclosure shall also provide a statement as to 
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Relevant Literature 
 
11. ASU 2011-06: Other Expenses – Fees Paid to the Federal Government by Health Insurers is 
adopted with the following modifications: 1) to require full expense recognition on January 1 of the fee 
year, 2) to require the reclassification from unassigned surplus to special surplus in the data year for the 
estimated amount payable, and 3) other modifications for statutory accounting terminology as reflected in 
this statement. 

Effective Date and Transition 
 
12. This statement is effective for years beginning January 1, 2014. A change resulting from the 
adoption of this statement shall be accounted for as a change in accounting principle in accordance with 
SSAP No. 3—Accounting Changes and Corrections of Errors. The Section 9010 ACA fee specific 
guidance in paragraphs 2-8 and paragraph 9.b. was adopted December 2013 with a January 1, 2014, 
effective date. This guidance was originally reflected in SSAP No. 35—Guaranty Fund and Other 
Assessments – Revised (SSAP No. 35R). The disclosure language in paragraph 9a was also moved from 
SSAP No. 35R, but was originally effective December 31, 2013. The guidance from SSAP No. 35R was 
moved into this statement in month/year. This movement was a placement change and did not result 
revisions to the accounting guidance previously included in SSAP No. 35R.  

REFERENCES 

Relevant Issue Papers 
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