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Subsequent Events 

SCOPE OF STATEMENT 

1. This statement defines subsequent events and establishes the criteria for recording such events in 
the financial statements and/or disclosing them in the notes to the financial statements. The conclusions in 
this statement apply to both quarterly and annual statement filings. 

SUMMARY CONCLUSION 

Key Terms 

2. Subsequent events shall be defined as events or transactions that occur subsequent to the balance 
sheet date, but before the issuance of the statutory financial statements and before the date the audited 
financial statements are issued, or available to be issued. The issuance of the statutory financial 
statements includes not only the submission of the Quarterly and Annual Statement but also the issuance 
of the audit opinion by the reporting entity’s certified public accountant. 

3. Material subsequent events shall be considered either: 

a. Type I –  Recognized Subsequent Events: Events or transactions that provide additional 
evidence with respect to conditions that existed at the date of the balance sheet, including 
the estimates inherent in the process of preparing financial statements; 

b. Type II – Nonrecognized Subsequent Events: Events or transactions that provide 
evidence with respect to conditions that did not exist at the balance sheet date but arose 
after that date. 

4. Financial statements are issued: Financial statements are considered issued when they are 
widely distributed to shareholders and other financial statement users for general use and reliance in a 
form and format that complies with SAP. 

5. Financial statements are available to be issued: Financial statements are considered available 
to be issued when they are complete in a form and format that complies with SAP and all approvals 
necessary for issuance have been obtained, for example, from management, the board of directors, and/or 
significant shareholders. The process involved in creating and distributing the financial statements will 
vary depending on an entity’s management and corporate governance structure as well as statutory and 
regulatory requirements. An entity that has a current expectation of widely distributing its financial 
statements to its shareholders and other financial statement users shall evaluate subsequent events through 
the date that the financial statements are issued. All other entities shall evaluate subsequent events 
through the date that the financial statements are available to be issued. 

Recognition Guidance 

6. An entity shall 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, 
including the estimates inherent in the process of preparing financial statements. Any changes in 
estimates resulting from the use of such evidence shall be recorded in the financial statements unless 
specifically prohibited, (e.g., subsequent collection of agents balances over 90 days due when determining 
nonadmitted agents balances as prohibited by SSAP No. 6—Uncollected Premium Balances, Bills 
Receivable for Premiums, and Amounts Due From Agents and Brokers). 

7. For material Type I subsequent events, the nature and the amount of the adjustment shall be 
disclosed in the notes to the financial statements only if necessary to keep the financial statements from 
being misleading. 
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8. Material Type II subsequent events shall not be recorded in the financial statements, but shall be 
disclosed in the notes to the financial statements. For such events, an entity shall disclose the nature of the 
event and an estimate of its financial effect, or a statement that such an estimate cannot be made. 

9. An entity also shall consider supplementing the historical financial statements with pro forma 
financial data. Occasionally, a nonrecognized subsequent event may be so significant that disclosure can 
best be made by means of pro forma financial data. Such data shall give effect to the event as if it had 
occurred on the balance sheet date. In some situations, an entity also shall consider presenting pro forma 
statements. If an event is of such a nature that pro forma disclosures are necessary to keep the financial 
statements from being misleading, disclosure of supplemental pro forma financial data shall be made 
including the impact on net income, surplus, total assets, and total liabilities giving effect to the event as if 
it had occurred on the date of the balance sheet.  

10. Identifying events that require adjustment of the financial statements under the criteria stated in 
the conclusion calls for the management of the entity to exercise judgment and accumulate knowledge of 
the facts and circumstances surrounding the event. For example, a loss on an uncollectible agent's balance 
as a result of an agent's deteriorating financial condition leading to bankruptcy subsequent to the balance 
sheet date would be indicative of conditions existing at the balance sheet date, thereby requiring the 
recording of such event to the financial statements before their issuance. On the other hand, a similar loss 
resulting from an agent’s major casualty loss such as a fire or flood subsequent to the balance sheet date 
would not be indicative of conditions existing at the balance sheet date and recording of the event to the 
financial statements would not be appropriate. However, this is a Type II subsequent event which would 
require disclosure in the notes to the financial statements. 

11. The following are examples of Type I recognized subsequent events: 

a. If the events that gave rise to litigation had taken place before the balance sheet date and 
that litigation is settled, after the balance sheet date but before the financial statements are 
issued or are available to be issued, for an amount different from the liability recorded in 
the accounts, then the settlement amount should be considered in estimating the amount 
of liability recognized in the financial statements at the balance sheet date. 

b. Subsequent events affecting the realization of assets, such as receivables and inventories 
or the settlement of estimated liabilities, should be recognized in the financial statements 
when those events represent the culmination of conditions that existed over a relatively 
long period of time. For example, a loss on an uncollectible trade account receivable as a 
result of a customer’s deteriorating financial condition leading to bankruptcy after the 
balance sheet date but before the financial statements are issued or are available to be 
issued ordinarily will be indicative of conditions existing at the balance sheet date. Thus, 
the effects of the customer’s bankruptcy filing shall be considered in determining the 
amount of uncollectible trade accounts receivable recognized in the financial statements 
at the balance sheet date. 

12. The following are examples of Type II nonrecognized subsequent events: 

a. Sale of a bond or capital stock issued after the balance sheet date but before financial 
statements are issued or are available to be issued 

b. A business combination that occurs after the balance sheet date but before financial 
statements are issued or are available to be issued 

c. Settlement of litigation when the event giving rise to the claim took place after the 
balance sheet date but before financial statements are issued or are available to be issued 
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d. Loss of plant or inventories as a result of fire or natural disaster that occurred after the 
balance sheet date but before financial statements are issued or are available to be issued 

e. Losses on receivables resulting from conditions (such as a customer’s major casualty) 
arising after the balance sheet date but before financial statements are issued or are 
available to be issued 

f. Changes in the fair value of assets or liabilities (financial or nonfinancial) or foreign 
exchange rates after the balance sheet date but before financial statements are issued or 
are available to be issued 

g. Entering into significant commitments or contingent liabilities, for example, by issuing 
significant guarantees after the balance sheet date but before financial statements are 
issued or are available to be issued 

Disclosures 

13. In addition to the disclosure of subsequent events as required throughout this statement, for 
annual and interim reporting periods, reporting entities shall disclose the dates through which subsequent 
events have been evaluated for statutory reporting and for audited financial statements along with the 
dates the statutory reporting statements and the audited financial statements were issued, or available to 
be issued. In the audited financial statements, reporting entities shall specifically identify subsequent 
events identified after the date subsequent events were reviewed for statutory reporting. 

14. Refer to the Preamble for further discussion regarding disclosure requirements. 

Relevant Literature 

15. The above guidance was originally adopted to be consistent with the AICPA Statement on 
Auditing Standards No. 1, Section 560, Subsequent Events. In 2009, FASB Statement No. 165, Subsequent 
Events (FAS 165), was adopted for statutory accounting. The adoption of this guidance should not result 
in significant changes in the subsequent events that an entity reports, through either recognition or 
disclosure, in its financial statements. FAS 165 introduced the concept of available to be issued and 
requires additional disclosures on the dates for which an entity evaluated subsequent events as well as the 
date the financial statements were issued, or available to be issued. Guidance within ASU 2010-09 
(modifications to Subtopic 855-10 in the FASB Codification) has been rejected for statutory accounting. 

Effective Date and Transition 

16. 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. Changes adopted as a result of FAS 165, 
are effective for years ending on and after December 31, 2009. 

REFERENCES 

Relevant Issue Papers 

 Issue Paper No. 9—Subsequent Events 
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