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	Financial Reporting Council

(Established under the Financial Reporting Act 2004)


Dear all

FRC wishes to inform you that an Exposure Draft on Insurance Contract has been issued by the International Accounting Standards Board (IASB) on 30 July 2010 and would be pleased to have your contribution on the Exposure Draft.

The Exposure Draft proposes a measurement model for all types of insurance and reinsurance contracts that, except for modification for short-duration contracts.  It would be based on the following:

(a) a direct measurement that incorporates current, discounted estimates of future cash flows revised at each reporting date, adjusted for the effects of uncertainty about the amount and timing of those future cash flows (i.e risk adjustment); and

(b) a margin that reports profitability of the contracts over their coverage period (i.e a residual margin).

For most short-duration contracts, a modified version of the measurement approach would apply:

(a) During the coverage period, the insurer would measure the contract using an allocation of the premium received, on a basis largely similar to much existing practice;

(b) The insurer would use the building block approach to measure claims liabilities for insured events that have already occurred.

The Exposure Draft is open for comments until 30 November 2010.

You may visit the website of IASB www.iasb.org for further information.

You are kindly requested to submit your comments at least 2 weeks before the due date as FRC would summarise and submit same to the IASB.

We thank you for your collaboration.

Regards

S Naiken (Mrs)

