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The Bottom Line

* The FASB has issued ASU 2019-09," which defers the effective dates of the targeted
improvements to the accounting for long-duration insurance contracts in ASU
2018-122 (codified in ASC 944) for all entities.

* SECfilers (other than those that meet the SEC's definition of a smaller reporting
company (SRQ)) will have an additional year to adopt the guidance in ASU 2018-12.

* The FASB and its staff performed extensive outreach with different types of insurance
entities to determine whether to defer the effective dates.

Beyond the Bottom Line

This Insurance Spotlight summarizes ASU 2018-12's new effective dates as a result of ASU
2019-09. The appendix contains key definitions relevant to the application of the guidance in
ASU 2018-12, as amended.

T FASB Accounting Standards Update (ASU) No. 2019-09, Effective Date.

2 FASB Accounting Standards Update No. 2018-12, Targeted Improvements to the Accounting for Long-Duration Contracts.

3 For titles of FASB Accounting Standards Codification (ASC) references, see Deloitte’s “Titles of Topics and Subtopics in the FASB
Accounting Standards Codification.”
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Introduction

On August 15, 2018, the FASB issued ASU 2018-12, which amends the accounting and
disclosure model for certain long-duration insurance contracts under U.S. GAAP. The
amendments are intended to improve the following aspects of financial reporting related to
long-duration insurance contracts:

« Measurement of the liability for future policy benefits related to nonparticipating
traditional and limited-payment contracts.

¢ Measurement and presentation of market risk benefits.
¢ Amortization of deferred acquisition costs.

* Presentation and disclosures.*

As issued, ASU 2018-12 was effective for public business entities (PBEs) for fiscal years
beginning after December 15, 2020, and interim period within those fiscal years. All other
entities were required to adopt the ASU for fiscal years beginning after December 15, 2021,
and interim periods within fiscal years beginning after December 15, 2022. Early application
was permitted.

In preparing to adopt ASU 2018-12, many insurance companies expressed concerns that ASU
2018-12's adoption timeline would create implementation challenges and asked the Board

to consider deferring the effective dates of the guidance. To assess the need for a deferral,
the Board and its staff performed extensive outreach with various insurers and learned that
because of the adoption timeline, some insurers had to focus their efforts on merely ensuring
compliance with the ASU's requirements instead of using the ASU as a catalyst for making
strategic improvements to business and information systems. In addition, during the FASB's
outreach, insurers indicated that receiving an additional year to adopt ASU 2018-12 would
allow them to “perform parallel runs and test controls” and “educate stakeholders about the
effects of the [ASU's] amendments.”

Amended Effective Dates
As a result of ASU 2019-09, the effective dates of ASU 2018-12 are as follows:

Entity Effective Date

PBEs that meet the definition of an SEC filer Fiscal years beginning after December 15,
(other than entities eligible to be SRCs* as 2021, and interim periods within those fiscal
defined by the SEC) years

All other entities Fiscal years beginning after December 15,

2023, and interim periods within fiscal years
beginning after December 15, 2024.

*  This one-time determination is “based on an entity's most recent determination as of November 15,
2019, in accordance with SEC regulations.”

Early application continues to be permitted.

For calendar-year-end entities, the new effective dates of ASU 2018-12 are as follows:

SEC Filers All Other PBEs Private and All Other Entities
January 1, 2022 January 1, 2024 January 1, 2024

(SRCs: January 1, 2024) (includes SRCs)

ASU 2019-09 does not change any other aspects of the guidance in ASU 2018-12.

4 For more information about ASU 2018-12, see Deloitte’'s August 2018 Insurance Spotlight.
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Connecting the Dots

@ In ASU 2019-09's Basis for Conclusions, the FASB emphasizes that “the expected
benefits of further delaying the targeted improvements to the accounting for
long-duration contracts beyond one year for larger SEC filers would not justify the
expected costs. Investors and other financial statement users have consistently
provided feedback throughout the duration of the Board's insurance project, which
began in 2008, that the existing accounting model for long-duration contracts does
not provide sufficient decision-useful information in a timely or transparent manner.”
Accordingly, in the Board's view, further deferral of ASU 2018-12's effective dates
cannot be justified in light of stakeholders' needs for more transparent information
about insurers' operations.

Contacts

If you have questions about this publication, please contact the following Deloitte industry
professionals:

Rick Sojkowski Bala Bellur

Partner Managing Director
Deloitte & Touche LLP Deloitte & Touche LLP
+1 860 725 3094 +1 813769 3210

rsojkowski@deloitte.com bbellur@deloitte.com
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Appendix — Key Definitions Relevant to Application of ASU 2019-09

The ASC master glossary defines a public business entity as follows:
A public business entity is a business entity meeting any one of the criteria below. Neither a not-for-profit entity nor an employee
benefit plan is a business entity.

a. ltisrequired by the U.S. Securities and Exchange Commission (SEC) to file or furnish financial statements, or does file or
furnish financial statements (including voluntary filers), with the SEC (including other entities whose financial statements or
financial information are required to be or are included in a filing).

b. Itis required by the Securities Exchange Act of 1934 (the Act), as amended, or rules or regulations promulgated under the
Act, to file or furnish financial statements with a regulatory agency other than the SEC.

c. lItisrequired to file or furnish financial statements with a foreign or domestic regulatory agency in preparation for the sale
of or for purposes of issuing securities that are not subject to contractual restrictions on transfer.

d. It hasissued, oris a conduit bond obligor for, securities that are traded, listed, or quoted on an exchange or an over-
the-counter market.

e. Ithas one or more securities that are not subject to contractual restrictions on transfer, and it is required by law, contract,
or regulation to prepare U.S. GAAP financial statements (including notes) and make them publicly available on a periodic
basis (for example, interim or annual periods). An entity must meet both of these conditions to meet this criterion.

An entity may meet the definition of a public business entity solely because its financial statements or financial information is
included in another entity’s filing with the SEC. In that case, the entity is only a public business entity for purposes of financial
statements that are filed or furnished with the SEC.

The ASC master glossary defines an SEC filer as follows:

An entity that is required to file or furnish its financial statements with either of the following:
a. The Securities and Exchange Commission (SEC)

b. With respect to an entity subject to Section 12(i) of the Securities Exchange Act of 1934, as amended, the appropriate
agency under that Section.

Financial statements for other entities that are not otherwise SEC filers whose financial statements are included in a submission by
another SEC filer are not included within this definition.

SEC Regulation S-K, Item 10(f)(1), defines a smaller reporting company, in part, as:

[Aln issuer that is not an investment company, an asset-backed issuer (as defined in § 229.1101), or a majority-owned subsidiary
of a parent that is not a smaller reporting company and that:
(i) Had a public float of less than $250 million; or
(i) Had annual revenues of less than $100 million and either:
(A) No public float; or
(B) A public float of less than $700 million.

See Deloitte’s July 2, 2018, Heads Up for more information about the SEC's definition of an SRC.
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Dbriefs for Financial Executives

We invite you to participate in Dbriefs, Deloitte’s webcast series that delivers practical strategies you need to stay on top
of important issues. Gain access to valuable ideas and critical information from webcasts in the “Financial Executives”
series on the following topics:

» Business strategy and tax. » Financial reporting. » Tax accounting and provisions.
» Controllership perspectives. * Governance, risk, and compliance. ¢ Transactions and business events.
» Driving enterprise value. * Innovation in risk and controls.

Dbriefs also provides a convenient and flexible way to earn CPE credit — right at your desk.

Subscriptions

To subscribe to Dbriefs, or to receive accounting publications issued by Deloitte's Accounting Services Department,
please register at My.Deloitte.com.

The Deloitte Accounting Research Tool

Put a wealth of information at your fingertips. The Deloitte Accounting Research Tool (DART) is a comprehensive online
library of accounting and financial disclosure literature. It contains material from the FASB, EITF, AICPA, PCAOB, and SEC,
in addition to Deloitte’'s own accounting manuals and other interpretive guidance and publications.

Updated every business day, DART has an intuitive design and navigation system that, together with its powerful search
and personalization features, enable users to quickly locate information anytime, from any device and any browser.
While much of the content on DART is available at no cost, subscribers have access to premium content, such as
Deloitte's FASB Accounting Standards Codification Manual. DART subscribers and others can also subscribe to Weekly
Accounting Roundup, which provides links to recent news articles, publications, and other additions to DART. For more
information, or to sign up for a free 30-day trial of premium DART content, visit dart.deloitte.com.

The Spotlight series is prepared by members of Deloitte’s National Office. New issues in the series are
released as developments warrant. This publication contains general information only and Deloitte is not,
by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other
professional advice or services. This publication is not a substitute for such professional advice or services,
nor should it be used as a basis for any decision or action that may affect your business. Before making
any decision or taking any action that may affect your business, you should consult a qualified professional
advisor.

Deloitte shall not be responsible for any loss sustained by any person who relies on this publication.
As used in this document, “Deloitte” means Deloitte & Touche LLP, a subsidiary of Deloitte LLP. Please see
www.deloitte.com/us/about for a detailed description of our legal structure. Certain services may not be

available to attest clients under the rules and regulations of public accounting.
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