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Accounting for Certain Securities Subsequent to an Other-Than-Temporary Impairment 

SCOPE OF STATEMENT 

1. This statement establishes the statutory accounting principles for the treatment of premium or 
discount applicable to certain securities subsequent to the recognition of an other-than-temporary 
impairment. 

2. This statement supersedes the guidance in paragraph 9 of SSAP No. 26––Bonds, Excluding Loan-
Backed and Structured Securities (SSAP No. 26); paragraphs 22-24 of SSAP No. 32––Investments in 
Preferred Stock (including investments in preferred stock of subsidiary, controlled, or affiliated entities) 
(SSAP No. 32); and paragraph 16 of SSAP No. 43––Loan-Backed and Structured Securities (SSAP No. 
43). This statement modifies the guidance in paragraph 3 of SSAP No. 34––Investment Income Due and 
Accrued (SSAP No. 34). 

SUMMARY CONCLUSION 

3. This statement adopts the guidance in paragraph 16 of FASB Staff Position No. FAS 115-1/124-
1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments (FSP 
FAS 115-1/124-1), with modification to the applicable statutory accounting statements to be consistent 
with statutory accounting language in each respective statement. 

Bonds, Excluding Loan-Backed and Structured Securities 

4. The guidance in paragraphs 5 and 6 of this statement shall supersede the guidance in paragraph 9 
of SSAP No. 26. 

Impairment 

5. An other-than-temporary impairment shall be considered to have occurred if it is probable that 
the reporting entity will be unable to collect all amounts due according to the contractual terms of a debt 
security in effect at the date of acquisition. A decline in fair value which is other-than-temporary includes 
situations where a reporting entity has made a decision to sell a security prior to its maturity at an amount 
below its carrying value. If it is determined that a decline in the fair value of a bond is other-than-
temporary, an impairment loss shall be recognized as a realized loss equal to the entire difference 
between the bonds carrying value and its fair value at the balance sheet date of the reporting period for 
which the assessment is made. The measurement of the impairment loss shall not include partial 
recoveries of fair value subsequent to the balance sheet date. For reporting entities required to maintain 
an AVR/IMR, the accounting for the entire amount of the realized capital loss shall be in accordance 
with SSAP No. 7—Asset Valuation Reserve and Interest Maintenance Reserve. Credit related other-than-
temporary impairment losses shall be recorded through the AVR; interest related other-than-temporary 
impairment losses shall be recorded through the IMR.  

6. In periods subsequent to the recognition of an other-than-temporary impairment loss for a bond, 
the reporting entity shall account for the other-than-temporarily impaired security as if the security had 
been purchased on the measurement date of the other-than-temporary impairment. The fair value of the 
bond on the measurement date shall become the new cost basis of the bond and the new cost basis shall 
not be adjusted for subsequent recoveries in fair value. The discount or reduced premium recorded for 
the security, based on the new cost basis, shall be amortized over the remaining life of the security in the 
prospective manner based on the amount and timing of future estimated cash flows. The security shall 
continue to be subject to impairment analysis for each subsequent reporting period. Future declines in 
fair value which are determined to be other-than-temporary shall be recorded as realized losses.  
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3. In general, gross investment income shall be recorded as earned and shall include 
investment income collected during the period, the change in investment income due and 
accrued, the change in unearned investment income plus any amortization (e.g., discounts or 
premiums on bonds, origination fees on mortgage loans, etc.) Immediate amortization of 
premium which occurs upon recognition of an other-than-temporary impairment loss for a debt 
security with a recorded premium shall be reported as a realized loss and shall not be included in 
investment income. 

Loan-Backed and Structured Securities 

13. This statement shall insert the following new paragraph 17 into SSAP No. 43, with subsequent 
paragraphs of SSAP No. 43 to be renumbered accordingly: 

17. In periods subsequent to the recognition of an other than temporary impairment loss for a 
loan-backed or structured security, the reporting entity shall account for the other-than-
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