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What Is An Annual Statement?
• GAAP: Set of Generally Accepted Accounting Principles used by corporations to 

prepare financial statements.
• All insurance companies are organized as a corporation:

• Mutual Insurance Companies: Organized/owned by the policyholders 
who share in the insurance company’s profits and operate for their 
collective benefit

• Stock Insurance Companies: Organized/owned by stockholders for the 
benefit of the policyholders and stockholders

• P&C and life insurance companies file a separate report under the statutory basis 
of accounting with their state insurance commissioner, known as the Annual 
Statement.
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Financial Reporting – STAT Accounting

• Statutory Accounting Principles (SAP) form the foundation for amounts reported in 
the statutory annual statement. 

• The basic concern of SAP is solvency. If the insurance company were 
liquidated, what assets would likely be available to pay policyholder claims? 

• The concern over solvency is also demonstrated on the income statement: policy 
acquisition expenses are immediately expensed, rather than capitalized, as they are 
for GAAP purposes

• SAP generally requires the recognition of current and deferred taxes similar to 
GAAP, with several modifications based on the primary concerns and operations of 
an insurance company 

• The primary difference in accounting for deferred income taxes for Statutory 
Accounting in comparison to GAAP is that Statutory Accounting employs an 
admissibility test with respect to DTAs through the admissibility test in 
Statements on Statutory Accounting Principles (“SSAP”) 101.

• In addition, deferred tax expense (change in deferred tax asset/liability) is 
recorded through income statement (P&L) for GAAP and recorded through 
surplus for STAT. 
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U.S. GAAP -
10-K

Statutory
accounting -
Regulatory

U.S. 
Federal 
Tax

Statutory to tax differences 
include:

• Loss Reserve 

• Salvage and Subrogation

• Unearned Premiums

• Advance Premiums

• Deferred Acquisition Costs

• Tax Exempt Interest

• Dividends Received 

• Proration

• Change in Accrued Dividends 

• Deferred Compensation

• Other Than Temporary 
Impairments (OTTI)

• Capital Gains – Unrealized and 
IMR

• Accrual of Market Discount

GAAP to statutory differences 
include:

• Loss Reserves

• Non-Admitted Assets

• Securities/Investments

• Cash Basis Dividends

• Realized Gains & 
Losses/Interest Maintenance 
Reserve (IMR) and Asset 
Valuation Reserve (AVR)

• Other Than Temporary 
Impairments (OTTI)

• Partnership Investments

• Pensions

• Deferred Acquisition Costs 

• Transfer to IMR

• Change in Loading 

Section 811(a) indicates that computations in determining income taxes for insurance 
companies shall be made in a manner consistent with the manner required for purposes 
of the annual statement approved by the National Association of Commissioners (NAIC).

Taxation Basics: STAT to Tax
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Financial Statements: Source 
Document
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Structure of the Annual Statement

– NAIC A/S information obtained from the following books based on the type of 
company:

– P&C (yellow book)
– Life & Retirement (blue book)
– Life & Annuity – Separate Accounts (green book)
– Accident & Health Prescription (orange book)

2020 Virtual Insurance Tax Conference
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Assets – Page 2
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Liabilities, Surplus, Other Funds – Page 3
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Statement of Income/Summary of Operations
– Page 4
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Cash Flows – Page 5
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Premiums
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• Premiums are amounts collected by an insurer from a policyholder to provide coverage 
under a given insurance plan for a defined period of time

• Earned premiums: portion of premium related to expiration of the contract’s risk 
period. Earned premiums are recognized currently in income

• Unearned premiums: portion of gross written premium allocable to the unexpired 
term of the insurance contract. Instead of recognizing the unearned portion of 
premium income through P&L, a liability is established for the unearned premium 
reserve (UPR)

• As terms of a contract expires, the related portion of the unearned premium 
becomes earned. The UPR liability is reduced and the earned premiums are 
recognized in income

10

Premiums
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Premiums Earned per I.R.C. Section 832(b)(4)
…“Premiums earned on insurance contracts during the taxable year” means an amount 

computed as follows: 

(A) From the amount of gross premiums written on insurance contracts during the 
taxable year, deduct return premiums and premiums paid for reinsurance.

(B)To the result obtained, add 80 percent of the unearned premiums on outstanding 
business at the end of the preceding taxable year and deduct 80 percent of the 
unearned premiums on outstanding business at the end of the taxable year.

P&C: Unearned Premiums Tax Adjustment

2020 Virtual Insurance Tax Conference

Gross written premium
- return premiums
 - premiums paid for reinsurance
+ 80% of prior year ending UEP
 - 80% of current year ending UEP
Premiums earned
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• Step 1: Net Premiums Written are obtained from Line 35 of the Underwriting and 
Investment Exhibit of the Annual Statement

• Consider and include advanced premium amounts not excludable pursuant to the 
I.R.C. Section 1.832-4(a)(5)(iii) exception

• Step 2: Prior year and current year Unearned Premiums are obtained from Page 3, Line 9 
of the Annual Statement 

• Note: These amounts are discounted at 80% pursuant to I.R.C. Section 832(b)(4)
• Apply unearned premium treatment to premiums received in advance 

• Step 3: Subtract 80% of current year unearned premium from the sum of current year net 
written premiums and 80% of prior year unearned premium

• Step 4: Report the resulting amount for taxable premiums earned on Schedule A, Line 1 of 
Form 1120-PC

P&C: Earned Premiums: Current Tax

2020 Virtual Insurance Tax Conference
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Step 1

Step 2 - PY

Step 2 - CY

Step 3

Step 4

Annual Statement 

Step 4

1) NPW from A/S

2) PY & CY UPR from A/S

3) (NPW + 80% PY UPR)—80% CY UPR

4) Report Prem. Earned on Sch. A, Ln. 1

Tax Return

2020 Virtual Insurance Tax Conference

P&C: Earned Premiums: Current Tax (cont.)
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Life: Taxable Premium Income: §803(a)
+ Premiums and annuity considerations for life and accident and health contracts

+ Considerations for supplementary contracts with life contingencies

+/- Other considerations arising out of indemnity reinsurance

+/- Change in the liability for advance premiums

+/- Change in the liability for deposit type contracts

+/- Change in the asset for due and deferred premiums

= Taxable premium income

2020 Virtual Insurance Tax Conference
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Life: Taxable Premium Income: §803(a) (cont.)
Premiums per annual statement: Reference

Premiums & Annuity Considerations A/S Page 4, Line 1

Considerations for Supp. Contracts w/Life Cont. A/S Page 4, Line 2

Annual Statement Subtotal:

Reclasses:

Change in Advance Premiums:

Plus CY A/S Page 3, Line 8

Less PY A/S Page 3, Line 8

Net change

Change in deposit type contract:

Plus CY A/S Page 3, Line 3

Less PY A/S Page 3, Line 3

Net change

Change in due and deferred premiums:

Plus CY A/S Page 2, Line 15

Less PY A/S Page 2, Line 15

Net change

Consideration on Reinsurance Agreements – AE

Assets Received (Ceded) from Reinssurance

Adjusted Premium Income Per Annual Statement
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Investments
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• Investment income: Composed of the gross amount of income earned during the taxable 
year from interest, dividends, rents, and royalties.

• Interest: Income generated from investments in financial instruments that represents 
a fee for the utilization of cash

• Interest, dividends, rents and royalties are typically treated as ordinary income for tax 
purposes. 

• P&C: Annual Statement - Statement of Income pg. 4, Line 9
• Life: Annual Statement - Statement of Operations pg. 4, Line 3 
• Life & P&C: Exhibit of Net Investment Income
• 1120-PC, pg. 1, Line 2
• 1120-L, pg. 1, Line 4

Investment Income

10
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• Schedule A
• Real estate investments 

• Schedule B
• Mortgage loans

• Schedule BA
• Other long-term invested assets

• Schedule D
• Bonds and stocks

• Schedule DB
• Options, caps, floors, collars, swaps, and forwards investments

• Schedule DA
• Short-term investments

• Schedule DL
• Securities lending collateral assets

• Schedule E
• Cash, cash equivalents, and special deposits

Investments Schedules

10
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P&C: Investment Income

10
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Life: Investment Income

10
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Taxable Interest and Dividend Income
Taxable interest income

+ Statutory interest income

- Eliminate statutory accrual of market discount

+ §1276(a)(1) interest

+ §1276(a)(3) interest

+ Original issue discount

- Tax exempt interest received

+ Statutory premium amortization – tax exempt
securities

+/- Difference between statutory and tax premium
amortization

+ Reclass of certain preferred stock dividends from
dividend income

+ Interest income from pass-through entities

+/- Reserve statutory change in unearned interest and
non-admitted interest

= Taxable interest income

Taxable dividend income

+ Statutory dividend income

- Dividends accrued at the end of the year

+ Dividends accrued at the beginning of the 
year

- Reclass certain preferred stock dividends to 
interest income

+ Dividends from pass-through entities

= Taxable dividend income
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Taxable Investment Income
P&C Life

Net Investment Income: A/S Page 4, Line 9 A/S Page 4, Line 3

Reclasses:
Plus: Company’s Occupancy of Own Buildings
Plus: Investment Expenses A/S Page 12, Line 11 A/S Page 8, Line 11
Reclass: Investment Taxes, Licenses and Fees A/S Page 12, Line 12 A/S Page 8, Line 12
Less: Rental Real Estate Income A/S Page 12, Line 4 A/S Page 8, Line 4
Reclass: Other Invested Assets A/S Page 12, Line 8 A/S Page 8, Line 8
Reclass: Depreciation on Real Estate and Other Assets A/S Page 12, Line 14 A/S Page 8, Line 14
Reclass: From Pass-through

Statutory Tax Adjustments:
Less: Tax Exempt Interest
Less: Statutory accrual of market discount A/S Page 12 A/S Page 8
Less: Amortization of Premium A/S Page 12 A/S Page 8
Plus: Original Issue Discount
Plus: §1276(a)(1) Interest Income
Plus: §1276(a)(3) Interest Income
Plus/Minus: Change in Non-Admitted/Unearned Investment Income
Less: Book Income from Pass-Through

Taxable Investment Income:
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• Section 103: Gross interest income received from state and local bond issuance 
is exempt for tax

• State, territory, a possession of the United States, the District of Columbia 
or any political subdivision thereof

• P&C: Found in Annual Statement, page 12, Exhibit of Net Investment 
Income, line 1.1

• Life: Typically included in Annual Statement, page 8, Exhibit of Net 
Investment Income, line 1.2

Tax Exempt Interest (TEI)

2020 Virtual Insurance Tax Conference
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• Exhibit of Capital Gains (Losses)
• Bonds, stocks, loans, real estate, etc. 
• Reported (net of tax) on Page 4 (Summary of Operations)
• Schedule D

• Part 4: LT Bonds/Stocks sold in current year
• Part 5: LT Bonds/Stocks acquired/sold in current year 

Schedule D - Capital Gains: Annual Statement

10
2020 Virtual Insurance Tax Conference
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DRD and Proration
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• Proration: Based on the theory that a portion of each type of investment income will 
ultimately fund obligations to policyholders with the remainder available to the company

• Proration adjustment: Designed to prevent an insurance company from receiving a double 
tax benefit by excluding TEI and the deductible portion of dividends from income while 
simultaneously receiving a deduction for an increase in reserves that is partially funded by 
receipt of tax advantaged investment income

• P&C: For P&C, the percentage  is set at a variable formula equal to 5.25% divided by the 
top corporate income tax rate. For years beginning on or after Jan. 1, 2018, the corporate 
tax rate is 21%, which results in a 25% proration. 

• Life: The “company’s share” and “policyholders’ share” are fixed percentages of 70% and 
30%, respectively.

Proration: Overview

10
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• P&C: Proration adjustment for TEI and DRD is treated as a adjustment to “losses incurred” 
(“reduction of a deduction”)  as computed on Schedule F, Form 1120-L

P&C: Proration: Overview

10
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• Life: Policyholder’s share of TEI is treated as a reduction of the deduction for “Increase in 
Reserves” or as an increase of the income for “Decrease in Reserves” as computed on 
Schedule F, Form 1120-L. DRD proration is reflected in Schedule A.

Life: Proration: Overview

10
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• Dividends: Distributions of a company’s earnings to its shareholders earned by insurance 
companies from equity investments held in its investment portfolio

• For STAT-Tax provision purposes, dividends received during the year may be found in the 
Annual Statement Exhibit of Net Investment Income (only taxed on collected)

• Rev. Rul. 78-117 provides that accrued dividends do not have to be recognized as income 
because they are not actually or constructively received

• Detailed investment portfolio on which an insurance company receives dividends may be 
found in the various sections of the Annual Statement Schedule D

• Mutual funds make distributions, for which you need to obtain fund information to 
determine DRD eligible percentage of distribution

Dividends

2020 Virtual Insurance Tax Conference
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• Step 1: Obtain gross dividend amounts for the Annual Statement Exhibit of Net Investment Income 
and record on Schedule C, Lines 1-9

• Step 2: 
− P&C: Calculate DRD by multiplying gross amounts by DRD exemption amounts on 
Schedule C, Lines 18 – 24
− Life: Calculate DRD by multiplying gross amounts by DRD exemption amounts on 
Schedule A, Lines 1-9

• Step 3: 
− Life: Prorate the dividends received deduction by the company share percentage 
(70%). 

• Step 4: 
− P&C: Report total dividends received deduction amount from Schedule A, Line 2 
− Life: Report total dividends received deduction amount from Schedule A, Line 22 
column (c) on Page 1, Line 21 (a)

DRD and Proration: Current Tax

2020 Virtual Insurance Tax Conference
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Schedule C

Step 1

2) Calculate 
DRD

Step 2

1) Obtain 
Gross 

Dividends 
from A/S

P&C: DRD and Proration: Current Tax

2020 Virtual Insurance Tax Conference
35



Schedule A

Step 1

2) Calculate 
DRD

Step 2

Step 3

3) Prorate DRD 
by 70%

1) Obtain 
Gross 

Dividends 
from A/S

Life: DRD and Proration: Current Tax

2020 Virtual Insurance Tax Conference
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P&C: Reserves 
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• P&C insurers establish unpaid loss reserves for specific events that may occur 
and require the insurer to pay a claim to an insured

• Detail of unpaid loss reserves, by line of business and accident year, 
detailed in Schedule P of the Annual Statement

• Insurance loss reserves liabilities are primarily comprised of the following:
• Unpaid loss reserves: Actuarially determined estimates of direct future 

costs of incurred losses for insurance claims 
• Unpaid loss adjustment expenses: Estimate of future costs for determining 

and settling incurred losses 
• e.g., legal costs, claims adjuster expenses

• Incurred but not reported (IBNR): Loss has occurred but has not been 
reported to the company and the amount of the loss remains uncertain

Insurance Losses

2020 Virtual Insurance Tax Conference
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• A/S Schedule P:
• Total losses and loss adjustment expense 

summary by accident year included in Sch. 
P, Part 1, Column 24

• Loss and loss adjustment expense detail by 
accident year and line of business on Sch. P, 
Parts 1A-1T

• Loss reserves established on the annual 
statement at the full dollar value of settled 
losses. Annual statement losses are not 
discounted, even though time may pass 
before the losses are actually paid

• Certain states provide an exception for 
workers compensation and medical 
malpractice, discounted using very 
conservative interest rates

Insurance Losses: Schedule P

2020 Virtual Insurance Tax Conference

Schedule P
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• Losses are incurred in the accident year, but may not be paid until years later
• P&C insurers discount losses based on IRS prescribed payment 
• Section 846(a)(1): Insurance losses are discounted separately by line of business 

attributable to each accident year
• Section 846(a)(2): Method of Discounting - Amount of discounted unpaid losses 

as of the end of a taxable year shall be the PV of insurance losses, computed 
using the following:

• Amount you are discounting 
• Interest rate 
• Period of time to discount

Loss Reserve Discounting

2020 Virtual Insurance Tax Conference
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Loss Reserve Discounting (cont.)

41
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Loss Reserve Discounting (cont.)

Step 1

A/S Underwriting and Investment Exhibit (Pg. 9, Ln. 35) Form 1120-PC, Schedule F

95,109,598

Step 1: Obtain losses paid during the tax year 
from the A/S Underwriting and Investment 
Exhibit, Page 9, Ln. 35, Col. 4 and report on 
Form 1120-PC Sch. F, Ln. 1

Step 1

Line 35

42
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Loss Reserve Discounting (cont.)

*Perform loss reserve discounting calculation for each line of business

2) Obtain annual statement 
unpaid loss and amounts 
from Sch. P, Column 24

2) Discount at IRS prescribed 
discount factors

Sch. P Part 1H: Other Liability - Occurrence Loss Reserve Discounting: Other Liability - Occurrence

Step 2—Annual 
Statement 

Unpaid Loss 
Reserves.

Step 2

43
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Loss Reserve Discounting (cont.)
Step 3 Step 4 Step 5

3) Sum all discounted 
reserves for each 
business line and 

report on Sch. F, Ln. 2b

Step 3

4) Report PY 
discounted unpaid 

losses on Sch. F, Ln. 4b 
and subtract from Ln. 1 

and Ln. 3

Step 1

Step 4
Step 4

Step 3

5) Report 
prorated 

amounts on Sch. 
F, 

Lines 9-12

Step 
5

Loss Reserve Discounting: Other Liability - Occurrence Form 1120-PC, Sch. F, Ln. 2b

44
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Loss Reserve Discounting (cont.)
Step 6

Step 3

Step 1

Step 4
Step 4

Step 3

6) Report losses 
incurred and 

deductible on Sch. A, 
Ln. 26

Step 5

Step 6

Form 1120-PC, Sch. F, Ln. 2b Form 1120-PC, Sch. A, Ln. 26

45
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Loss Reserve Discounting (cont.)

46
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Loss Reserve Discounting (cont.)
Step 7 Step 8

*Note the remaining $1.2M 
of reserves relate to inland 
marine coverage

7) Adjust PY DTA by CY M-1 amount (previous slide)

8) Report difference between STAT and Tax 
reserves as ending DTA

Losses 19,509,455
LAE 153,965
Total Unpaid Losses 19,663,420

Other Liability—Losses 18,495,000

*The Company uses the IRS prescribed 
discount factors prescribed in Rev. 
Proc. 

47
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Life: Reserves 
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Tax Reserves: Overview
Reserves are recomputed for tax purposes

— Life and annuity reserves shown on annual statement exhibits 5 through 7, including non-
cancellable and guaranteed renewable accident and health reserves, are recomputed for
tax purposes under Code §807.

Changes reserves result in income or deductions

— A life insurance company includes as income or expense the decrease or increase in life and
annuity reserves.

— Section 803(a)(2): decreases in reserves result in taxable income.

— Section 805(a)(2): increases in reserves result in tax deductions.

Computation under Tax Cuts and Jobs Act

The method of computing reserves under Section 807(d) is significantly simplified under the 
TCJA and provides that the life insurance reserve for any contract are the greater of the net 
surrender value of the contract or 92.81% of the tax reserve method applicable to the contract. 

2020 Virtual Insurance Tax Conference
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Life Reserves: STAT
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• Life Insurance Companies maintain statutory reserves for future policy claims and benefits 
determined by actuarial forecasts

• Unlike most accrued liabilities, insurance companies are entitled to deduct reserves for 
future policy claims before they are paid pursuant to Section 807, subject to discounting for 
tax purposes

• In general, the method of computing reserves under Section 807(d) is significantly simplified 
under the TCJA. 

• In general, life insurance reserve would be the greater of the net surrender value of the 
contract or 92.81% of the reserve computed using the tax reserve method (CRVM/CARVM) 
applicable to the contract.  

• For variable insurance contracts, the tax reserve would be 
• 1. The greater of: (a) the net surrender value, or (b) the portion of the reserve that is 

separately accounted for under Section 817, 
plus 
• 2. 92.81% of the excess (if any) of the reserve computed using the tax reserve method 

(CRVM/CARVM) over the amount in 1.  

• Differs from property and casualty insurers who discount based on prescribed IRS discount 
factors

Life Reserves: Tax

2020 Virtual Insurance Tax Conference

51



• Reserves: 1120-L, Schedule F, line 1
• Life Reserves (Sch. F, Line 1): Change in reserves for future life insurance claims deductible for tax 

purposes
• Unearned Premiums and Unpaid Losses (Sch. F, Line 2): Change in premiums unearned on 

contracts other than life insurance contracts
• Advance Premiums (Sch. F, Line 5): Change in premiums received to secure coverage for policies 

not yet in force
• Special Contingency Reserves (Sch. F, Line 6): Change in additional contingency reserves 

maintained for certain group term life or group accident and health insurance

Life Reserves: Tax

2020 Virtual Insurance Tax Conference
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• Section 807(e)(6):  The Secretary shall require reporting opening and closing balances and the 
method of computing reserves

Life Reserves: Tax Return 

2020 Virtual Insurance Tax Conference
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Deferred Acquisition Costs
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• IRC Section 848(a): “In the case of an insurance company -
• (1) specified policy acquisition expenses for a taxable year will likely be capitalized, and
• (2) such expenses shall be allowed as a deduction ratably over the 180 month period 

beginning with the first month in the second half of such taxable year.”
• “Specified policy acquisition expenses” means, under §848(c)(1), so much of the general 

deductions for a taxable year as does not exceed the sum of:
• 2.09 percent of the net premiums on specified insurance contracts which are annuity 

contracts (§848(c)(1)(A))
• 2.45 percent of the net premiums on specified insurance contracts which are group life 

insurance contracts(§848(c)(1)(B))
• 9.2 percent of the net premiums on all other specified insurance contracts (§848(c)(1)(C))

Deferred Acquisition Costs: Tax

2020 Virtual Insurance Tax Conference
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• General rule: Amortized over 180 months using a half year convention (i.e., 6 months amortization 
in the first year)

• First $5,000,000 is amortized over 60 months
• If amount capitalized exceeds $10,000,000, the amount subject to 60 month amortization is 

phased out on a dollar for dollar basis; no 60-month amortization where capitalized amount 
is $15,000,000 or greater

• Determination is made on a controlled group basis
• Capitalized amounts relating to reinsurance contracts need to be amortized over 180 months

Deferred Acquisition Costs: Tax

2020 Virtual Insurance Tax Conference
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• Step 1: Obtain gross premiums and annuity considerations from Exhibit 1, Part 1 of the Annual 
Statement. Consider other necessary adjustments (e.g. premiums from non-specified contract(s), 
amounts excluded under reg 1.848-2(d)) and report on Sch. G, Line 1

• Step 2: Separate by type of insurance contract and capitalize based on the Section 848 IRS 
prescribed capitalization percentage

• Step 3: Compare current year capitalization amount to Section 805 general deductions and report 
the lesser of the two on Sch. G, Line 10

Deferred Acquisition Costs: Current Tax

2020 Virtual Insurance Tax Conference
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Deferred Acquisition Costs: Current Tax (cont.)

Capitalization %       9.2   9.2  2.09   9.2    2.45  2.09    9.2     9.2     9.2  

Step 1

Step 2

1) Obtain gross premium 
and annuity 

considerations from A/S

2) Capitalize expenses 
based on type of 

insurance contract

Step 2
Step 3

3) Compare CY capitalization 
amount to CY Section 805 

general deductions (limited to 
lesser of 2)

2020 Virtual Insurance Tax Conference
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• Step 4: Enter current year capitalized policy acquisition expenses on Sch. G, Line 18a (More than 
$5 million) or Sch. G, Line 15a (Less than $5 million)

• Step 5: Enter current year amortization amount on Sch. G, Line 18b (note that mid-year 
convention  for first and last years applies to amortization)

• Step 6: Report amortizable policy acquisition expenses from prior years deductible in the current 
year on Sch. G, Line 19

• Step 7: Add amounts capitalized in current year and deductible in current year to amounts 
capitalized in prior years and deductible in current year, then report on Form 1120, pg. 1, Line 16

Deferred Acquisition Costs: Current Tax (cont.)

2020 Virtual Insurance Tax Conference

59



Deferred Acquisition Costs: Current Tax (cont.)

Step 1

Step 2

Step 2
Step 3

Step 4

4) Report CY 
capitalization 

amount on Sch. 
G, Line 18a

5) Enter CY 
amortization 

amount on Sch. G, 
Line 18b (mid-year 

convention)
Step 5
Step 6
Step 7

Step 7

7) Report CY deductible 
policy acquisition 

expenses on Form 1120, 
pg. 1, Line 16

Includes premium information for another life insurance 
company to illustrate the tax return reporting example.

6) Report amounts capitalized in 
PY and deductible in CY on Sch. G, 

Line 19

2020 Virtual Insurance Tax Conference
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Other Supporting Schedules

10
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Supporting Schedules on the Annual Statement

Life
• Schedule F – Resisted Claims
• Schedule H – Accident and health exhibit
• Schedule S – Reinsurance
• Schedule T – Exhibit of premiums written (allocated by states)
• Schedule Y – Related-party transactions

10
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P&C
• Schedule F – Reinsurance
• Schedule H – Accident and health exhibit
• Schedule P – Analysis of losses and loss expenses
• Schedule T – Exhibit of premiums written (allocated by states)
• Schedule Y – Related-party transactions
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P&C/Life
1. Summary of Significant Accounting Policies and Going Concern
5. Investments
11. Debt
12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated 

Absences, & Postretirement Benefit Plans
17. Sale, Transfer, and Servicing of Financial Assets & Extinguishment of Liabilities
20. Fair Value Measurements
24. Retrospectively Rated Contracts & Contracts Subject to Redetermination
25. Change in Incurred Losses & Loss Adjustment Expenses

10
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• Used to identify the different reinsurance arrangements that an insurer may be taking part 
in, and provides an indicator of whether the insurer’s likelihood of collecting reinsurance 
losses

• Tracks both ceded and assumed reinsurance
• Includes a portfolio of reinsurance effected or cancelled during the current year

P&C: Schedule F: Reinsurance
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Life: Schedule F: Resisted Claims
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• Used to identify the different reinsurance arrangements that an insurer may be taking part 
in, and provides an indicator of whether the insurer’s likelihood of collecting reinsurance 
losses
o Tracks both assumed (Part 1) and ceded (Part 3) reinsurance

• Includes a portfolio of reinsurance effected or cancelled during the current year

Life: Schedule S: Reinsurance

10
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• The schedule is intended to report Premiums, Losses, and Other Items allocated to each 
state or territory during the current reporting period regardless of the reporting entity’s 
license status within that state or territory

• Allocation of Premiums and Other Items reported within this schedule should be 
based on the physical location of the insured risk

• Amounts reported as Losses should be assigned to the state in which the associated 
Premium has been allocated

• Part 2 of Schedule T relates to specific lines of business and coverages
• Extremely helpful for purposes of calculating apportionment on state income tax returns!

P&C/Life: Schedule T – Exhibit of Premium Written

10
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• Diagrams the company’s organizational chart in addition to displaying it in a list form
• Details all of the intercompany transactions with affiliates, in which the sum of each 

column must equal zero

P&C/Life: Schedule Y: Intercompany Activities
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Financial Reporting for 
Income Taxes
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Tax in the Annual Statement
• Pages where tax amounts are reported

– Page 2 – Deferred Tax Asset (admitted and non-admitted); Taxes Recoverable
– Page 3 – Deferred Tax Liability; Taxes Payable
– Page 4 – Tax benefit/expense; Interest Maintenance Reserve; Tax on Capital Gains
– Page 5 – Change in admitted DTA
– Notes – Income Tax Footnote

– Components of gross and net deferred tax assets and deferred tax liabilities
including admissibility computations

– Components of current tax and deferred taxes
– Carryforwards/carryovers, including expirations
– Entities included in consolidated return and tax sharing method
– Information about tax contingencies and statutory valuation allowance
– Rate reconciliation

2020 Virtual Insurance Tax Conference
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SSAP 101
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• NAIC codified the Accounting Practices and Procedures Manual as Statements on Statutory 
Accounting Principles (“SSAP”)

• NAIC adopted ASC 740 principles with modifications:
• Admitted DTAs are limited to:

• DTAs admitted per 11(a), 11(b), & 11(c)
• Change in DTAs and DTLs are recorded directly to surplus

• Intercompany income tax transactions must be pursuant to written agreement, consistent with SSAP, 
and asset must be settled within 90 days

• Non-admitted assets: Assets that are not readily converted to cash including impaired 
investments, receivables over 90 days old, deferred taxes, and furniture and fixtures. 

10
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SSAP 101 Admissibility Testing

SSAP 101 Paragraph 11.a

SSAP 101 Paragraph 11.b

SSAP 101 Paragraph 11.c

Adjusted gross DTAs 
(after valuation allowance & uncertain tax position)

Admitted DTAs

• Adjusted gross DTAs admitted based upon a 3-component admission calculation at 
an amount equal to the sum of paragraphs 11.a., 11.b. and 11.c.
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SSAP 101 – Paragraph 11.a
• Admitted DTA equals the amount of “federal income taxes paid in prior years 

that can be recovered through loss carrybacks for existing temporary differences 
that reverse during a timeframe corresponding with IRS tax loss carryback 
provisions, not to exceed three years...”

• Ordinary losses = 2 year carryback period (P&C only)
• Capital losses = 3 years carryback period (both P&C and Life)
• Capital losses can only be recovered to the extent of capital gains
• Need to first determine how much of the DTAs will reverse over the next three 

years
• Such reversals create a hypothetical tax loss that then must be tested to see if 

have capacity to realize under hypothetical carry-back claim
• Other key points:

• Applies to all insurance companies (not elective and no eligibility 
requirements)

• Tax loss contingences are included in definition of “tax paid”
• Tax years and carryback provisions must be respected
• Must consider character of taxes recoverable
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SSAP 101 – Paragraph 11.a illustration (P&C) 

Capital loss carryback only

Ordinary and capital loss carrybacks

2020
Current 
provision
(ordinary and 
capital)

2018
Taxes paid

(capital only)

2019
Taxes paid
(ordinary and 
capital) 

$ $ $

2021
1 year 
reversals

“Hypothetical 
loss”

2022
2 year 
reversals

“Hypothetical 
loss”

2023
3 year 
reversals

“Hypothetical 
capital losses 

only”
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SSAP 101 – Paragraph 11.b

• The amount of adjusted gross DTAs, after the 
application of paragraph 11.a., expected to be 
realized within the applicable period following the 
balance sheet date

• Applicable period based on new Realization 
Threshold Limitation Tables

• Requires “with and without” computations to 
determine the tax savings a company would 
expect to realize from its reversing deductible 
temporary differences

• An amount no greater than the applicable 
percentage of adjusted statutory capital and surplus 
shown on the statutory balance sheet for the current 
period1. 

• Applicable percentage based on new 
Realization Threshold Limitation Tables 

• Phrase “an amount no greater than” is meant 
to ease the application of the standard during 
an interim period (and possibly year-end)

Paragraph 11.b.iiParagraph 11.b.i

DTA admitted under Paragraph 11.b equals the lesser of:

1. Adjusted capital and surplus is based on statutory capital and surplus for the current reporting period excluding any net DTAs, 
EDP equipment and operating system software and any net positive goodwill. 
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• There are three “Realization Threshold Limitation Tables”

• Use the applicable table depending on type of reporting entity:

1.  RBC Reporting Entities
• For those entities subject to RBC requirements

2. Financial Guaranty or Mortgage Guaranty Non-RBC Reporting Entities
• Must not be subject to RBC requirements or required to file a RBC report with domiciliary 

state
• Must meet the minimum capital and reserve requirements in state of domicile

3. Other Non-RBC Reporting Entities
• Must not be subject to RBC or required to file a RBC report with domiciliary state
• Must not be a financial guaranty or mortgage guaranty insurer
• Must meet the minimum capital and reserve requirements in state of domicile

10
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SSAP 101 – Paragraph 11.b
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SSAP 101 – Paragraph 11.b
Table for RBC reporting entities:

ExDTA ACL RBC1 Par. 11.b.i Par. 11.b.ii

Greater than 300% 3 years 15%

200% – 299% 1 year 10%

Less than 200% 0 years 0%

1 RBC ratio calculated based on the authorized control level (ACL) RBC without net DTAs. 
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SSAP 101 – Paragraph 11.b
Table for Financial Guaranty and Mortgage Guaranty Non-RBC Reporting Entities:

ExDTA
surplus/policyholders’ 

and contingency 
reserves1

Par. 11.b.i Par. 11.b.ii

Greater than 115% 3 years 15%

100% – 115% 1 year 10%

Less than 100% 0 years 0%

1 For mortgage insurers, the ratio is based on the requirements of Section 12 of the NAIC Mortgage Guaranty 
Insurance Model Law. For financial guaranty insurers, the ration is based on the requirements of Section 4C of 
the NAIC Financial Guaranty Insurance Model Law.
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SSAP 101 – Paragraph 11.b
Table for Other Non-RBC Reporting Entities:

1 Excludes DTAs admitted under SSAP 101 paragraph 11.a.

2 Adjusted capital and surplus is based on statutory capital and surplus for the current reporting period excluding 
any net DTAs, EDP equipment and operating system software and any net positive goodwill

Adj. Gross 
DTA1/Adj. Capital 

and Surplus2
Par. 11.b.i Par. 11.b.ii

Greater than 115% 3 years 15%

100% – 115% 1 year 10%

Less than 100% 0 years 0%
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Expected to be realized (11.b.i)
• Addressed in Q&A 6 with various examples
• Encompasses a reasonable expectation as to the value of DTAs reversing within the applicable 

period
• Accomplished through a calculation of a company’s future income tax liability “with and 

without” the reversing temporary differences
• What is the benefit to the company via future tax savings from the reversing temporary 

differences?
• Can’t double-count with the first component
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Expected to be realized (11.b.i)
• Addressed in Q&A 6 with various examples
• Encompasses a reasonable expectation as to the value of DTAs reversing within the applicable 

period
• Accomplished through a calculation of a company’s future income tax liability “with and 

without” the reversing temporary differences
• What is the benefit to the company via future tax savings from the reversing temporary 

differences?
• Can’t double-count with the first component
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• Admitted DTA equals the amount of adjusted gross DTAs, after the application of paragraphs 
11.a. And 11.b., that can be offset against existing gross DTLs.

• Character is key to the analysis
• Must consider the reversal patterns of temporary differences

• However, scheduling of DTAs and DTLs is not required beyond what was performed in 
the statutory valuation allowance analysis

SSAP 101 – Paragraph 11.c. 

Ordinary DTAs can offset both Ordinary and Capital DTLs

Ordinary DTAs can offset both Ordinary and Capital DTLs

Ordinary DTAs Ordinary DTLs
Capital DTLs

Capital DTAs Capital DTLs
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Questions?
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Contact Information
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Sarah Pugel

Tax Senior Manager 

Ernst & Young LLP

312-879-4822

Sarah.Pugel@ey.com

Christina Hwang 

Senior Vice President – Tax

Allstate Insurance Company

847-402-5235 

Christina.Hwang@allstate.com

Michael Goldstein 

Senior Vice President - Tax

National General Insurance

347-380-2201

Michael.Goldstein@ngic.com

KT Gim 

2nd VP - Head of Federal Tax

Guardian Life

212-598-8647

kt_gim@glic.com
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