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Premium revenue was recognized at the time
the policyhalder’s upfront cash payment was
received
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Revenue - "the gross of inflow of economic benefits
(cash, receivables, other assets) arising from the
ordinary operating activities of an entity™ (1AS18).
Twa metheds of premium revenue and contract
liability recognition for insurance contracts have
been developed
. FASE + AICPA ﬂb‘;
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Example:

On June 30, 2001, a policyholder paid an upfront 210,000
premium for a two-year property insurance contract for
her Tokyo apartment.

al  According to FASE statement #60

Costs that vary with and are primarily related to the acquisition of insurance
contracts (acquisition costs) are capitalized and charged to expense in proportion
to premium revenue recognized.

50,000 should be capitalized and amortized

Question:

Would you capitalize any of the above
acquisitions costs, or would you
expense them immediately?

If you were to capitalize, over what
™ period would you amortize them?

_&:}hA:curding tol the joint IASE and FASB meeting of June 2011
it has been_ de.c:ded that Acquisition costs would exclude a ‘
number of indirect costs, including advertising.

However...

Thecasesolutions.com




