Dear Mr Delsaux,

We would like to thank you again for your initiative and welcome the opportunity to comment on you draft letter to the IASB.

One of the main priorities for European insurers was the proposal to extend the Loans and Receivables category to both traded and non-traded securities. In our written contribution sent in advance of the stakeholders meeting, we expressed the following:

3. Extension of the definition of Loans and Receivables category

In order for the reclassification from fair value through profit and loss to be efficient, loans and receivables category should be opened to traded and non-traded debt securities (this would imply the possibility to reclassify from available for sale assets and fair value option into loans and receivables). This reclassification should be permitted if market developments impose a change in the original holding intention of the management.

We also tried to express that this issue is fundamental for insurers during the stakeholders meeting. 

However, it appears that this point has not been marked as a high priority by the EC when preparing their letter. 

One of the reasons why we requested this change in the definition of loans and receivables is the wording in the Amendment of IAS 39 as reproduced below:

50E         A financial asset classified as available for sale that would have met the

definition of loans and receivables (if it had not been designated as

available for sale) may be reclassified out of the available-for-sale category

to the loans and receivables category if the entity has the intention and

ability to hold the financial asset for the foreseeable future or until maturity

This amendment requires that the definition of the loans and receivables category must be met at initial recognition, and not at the date of reporting. However, as you are aware, the markets for many bonds/corporate bonds securities have become highly illiquid (even if the same markets were liquid a few years ago). Therefore, we believe that as of today, many of those bond securities would meet the definition of loans and receivables but cannot be classified as such due to the current IAS 39 requirement. For those securities, we would like to be allowed to use the loans and receivable category to reflect that there is no more liquid market (and consequently no real market price). 

Part of the issue we are confronted with would be resolved if the paragraph 50 E of IAS 39 would be changed as follow (to reflect that the definition of the loans and receivables need to be met at the date of reporting and not at initial recognition):

50E         A financial asset classified as available for sale that would have met meets the

definition of loans and receivables (if it had not been designated as

available for sale) may be reclassified out of the available-for-sale category

to the loans and receivables category if the entity has the intention and

This would be a significant improvement for insurers, but we are worried about the burden of the proof (to determine that a market is illiquid) on a line by line basis which could be a significant amount of work given the size of insurers portfolios. 

We would really encourage you to take this comment into consideration for inclusion in your letter to the IASB as this is fundamental for European insurers. We are available to discuss this further with you should you wish to do so.
