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Rev. Proc. 2020-48: Insurance companies, unpaid 10SS
discount factors for 2020 accident year

The IRS today released an advance version of Rev. Proc. 2020-48 concerning discount factors for the
2020 accident year for use by insurance companies in computing discounted unpaid losses under
section 846.

Rev. Proc. 2020-48 [PDF 115 KB] applies to any insurance company that is required to discount unpaid
losses under section 846 for a line of business using the discount factors, and also applies to any
insurance company that is required to discount estimated salvage recoverable under section 832.

A set of tables in the revenue procedure provides the discount factors.

The discount factors were determined under section 846—a provision of the Code that was amended
by the 2017 U.S. tax law (Pub. L. No. 115-97) or the law that is commonly referred to as the “Tax Cuts
and Jobs Act” (TCJA)—and pursuant to final regulations under section 846 as published in June 2019.
Read TaxNewsFlash

The revenue procedure also sets forth (in table format) the discount factors for losses incurred in the
2019 accident year and earlier accident years for use in tax years beginning in 2020..

The discount factors for losses incurred in accident years 2019 and 2020 are determined by using the
applicable interest rate for 2019 (3.09% compounded semiannually) and 2020 (3.08% compounded
semiannually) under section 846(c). All other discount factors are determined by using the applicable
interest rate for 2018, which is 2.94% compounded semiannually.

All of the discount factors presented are determined by using the payment patterns for the 2017
determination year determined by the Secretary under section 846(d) and by assuming all loss
payments occur in the middle of the calendar year.

The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters"
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is
issued for general informational purposes only, is intended to enhance the reader's knowledge on the matters addressed
therein, and is not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide
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accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it
will continue to be accurate in the future. Applicability of the information to specific situations should be determined through
consultation with your tax adviser.

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms.
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not and
nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, partners,
or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG
International or any member firm in any manner whatsoever.
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