]
[ ]
mlV:V:¥ International Actuarial Association
J:¥:\0 Association Actuarielle Internationale
Operating Reserve Policy

Background

The IAA considers it essential to maintain an Operating Reserve to mitigate financial risk to the
organization arising from unforeseen events.

During the 2020 audit, the auditors formally recommended that the IAA creates such a policy.

Benchmarking was done with the largest Full Member Associations (FMAs) in order to assess
the level of reserves that they are using and a range of between 75 percent and 100 percent of
annual expenses was identified as a general best practice.

The topic has been discussed by the Strategic Planning Committee where there was large support
for this principal.

A note on Sections:

While the IAA includes both FMAs as members and Sections, it is important to recognize that IAA
Sections are financed via individual contributions and not FMA institutional fees. The assets
accumulated by IAA Sections over the years are designated solely to Section operations and as
such are not included for the purpose of the IAA reserve ratio calculations.

Policy

The IAA Council has set as a target an operating reserve (the unrestricted net assets excluding
net assets of the Sections) of between 75 percent and 100 percent of the anticipated combined*
expenses for the coming year.

The Audit and Finance Committee shall evaluate the reserve ratio annually as part of its budget
review responsibility.

The Audit and Finance Committee shall also recommend mechanisms to meet and maintain this
reserve ratio goal in its budget recommendations to the Executive Committee.

The Chair of the Audit and Finance Committee will report the status of the Operating Reserve to
the Council as part of the regular Audit and Finance report.

* combined means the sum of the expenses of IAA and its subsidiary IAA Services, net of
intercompany transfers.
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