International Standards of Actuarial Practice (ISAPs) — Role and Development
Notes for IAA Representatives in Meeting with Supranational Entities

One of the strategic objectives of the IAA

Establish, maintain and promote common standards of actuarial education and common
principles of professional conduct. Promote the development and issuance of actuarial
standards in the jurisdictions of all Full Member Associations, and the global
convergence of actuarial standards.

Why?

e The development of model international standards of actuarial practice (ISAPs) is the
contribution the IAA uniquely can make to stakeholders in the financial services sector
worldwide.

e Such activity is of interest to a wide audience, including regulated insurance companies,
regulators, governments, supranational organizations, and employers of actuaries.

e For example, model IAA standards can assist:

0 The IASB in achieving consistent application of IFRS in IFRS countries across the
world;

0 The lAISin its development of standards applicable to Global Systemically
Important Insurers (G-Slls) and Internationally Active Insurance Groups (IAIGs).

Two roles of ISAPs

e Primarily, as model standards to be adopted or adapted by local standard-setters
worldwide.

0 In jurisdictions where there is a substantial body of standards already
developed, this may take the form initially of declaring substantial consistency of
those local standards with the ISAPs, possibly after some modification to those
local standards to genuinely achieve such consistency.

0 In other jurisdictions where the profession or its standard-setting capability is in
an earlier stage of development, the ISAPs provide an excellent basis for local
standards (perhaps adopted as written), and for assisting in the further maturing
of the profession.

e Secondarily, as standards under which particular client engagements are agreed by the
principal and the actuary to be conducted.

How?



Creation by the IAA of the Actuarial Standards Committee (ASC) in 2011.

Creation by the ASC of a task force for each ISAP, in each drawing on subject-expert
actuarial resources from across the world, preferably with standard-setting experience.
Due process involving extensive internal and external consultation, including statements
of intent, exposure drafts, and “fatal flaw” reviews, leading to eventual approval by the
IAA Council of final ISAPs.

Oversight of the adequate following of due process by the IAA Professionalism
Committee.

Response of the Full Member Associations (FMAs)

FMAs could respond in various ways to the promulgation of the ISAPs. Currently, FMAs
could take any or a combination of the following actions:

0 Adopt the ISAP as a standard.

0 Modify and adopt the ISAP as a standard.

O Translate the ISAP.

0 Communicate the ISAP to its members.

0 Endorse the ISAP to the standard-setting body in its jurisdiction.

0 Confirm that local standards are, or are being made, consistent with the ISAP.

0 Confirm that it has its own standards but make no comment on whether they are
consistent with the ISAP.

The IAA is currently monitoring what actions have been taken by the FMAs and once
sufficient numbers of FMAs have made decisions on their responses the results will be
communicated more widely.

ISAPs vs International Actuarial Notes (IANs)

ISAPs include words like “should”; once adopted by local standard-setters, provide
definitive guidance to actuaries.

IANs have no “shoulds”; are intended to be educational in nature; produced by the
various practice committees of the IAA, not by the ASC, with simpler due process.

Activity to date (October 2014)

ISAP 1 — General Actuarial Practice



0 Approved November 2012
ISAP 2 — Financial Analysis of Social Security Programs
O Approved October 2013
ISAP 3 — Actuarial Practice in Relation to IAS 19 Employee Benefits
0 Targeting approval for April 2015
ISAP [4] — Actuarial Practice in Relation to IFRS X Insurance Contracts
0 Final Statement of Intent (SOI) approved by Council September 2014
0 Final approval targeted for April 2017
ISAP [5] — Insurer Enterprise Risk Models
0 Final SOl approved by Council September 2014
0 Final approval targeted for October 2016
ISAP [6] - ERM Programs and IAIS Insurance Core Principles
0 Final SOl approved by Council September 2014
O Final approval targeted for October 2016
ISAP [7] - “Current Estimates” and Other Matters in Relation to the IAIS Capital
Standards
0 Targeting Council approval of final SOI February 2015
0 Final approval targeted for April 2017



