Changes in Global Regulation and
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Once upon a time life was simple (in Sweden anyX/aly)P

U Two products on the market
U Pension
U Endowment
U All companies had same product specifications

U All companies had same valuation basis dictated by the supervisor,
which hadn't changed since 1964

U All you had to do is calculate the reserves according to the given
formula, sign the valuation and go home! @
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But no moreX & @
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Changes in Global Regulation
and the Implications for the Profession

U Global moves to change regulation
U Characteristics of change

U A new way of working and the changing role of the
actuary

U What does this all mean for an actuary?

U What is the Internationaf\ctuarialAssociation (IAA)
doing?



Global Moves to Change Regulation

U International Association of Insuran&eipervisors (1AIS)
U G20 / Financial Stability Board (FSB)

U European Union (EU) Commission / European Insurance
and Occupational Pension AuthorigglQPA

U International Accounting Standards Board (IASB)
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JAIS and FSB/G20

U Insurance Core Principles (ICPs)

U Capital Standards
U For large companies

U Basic Capital Requirement (BCR) and Higher Loss
Absorbency (HLA)

U For groupsComFrame
U International Capital Standard (ICS)

B
All of the above require common valuation principl s@ Al




EU Commission and EIOPA

U Solvency 2
U A more complex framework
U Sophisticated standard calculation capital
U OR use of own internal model
U Highlevel ofdisclosure
U Emphasis on Own Risk Assessment

U Accounting Standards for Europessentially International
Financial Reporting Standards (IFRS)
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IASB

U International Accounting Standards (IA&s)d
standards (produced by International Accounting
Standards Committee)

U IFRSg post 2000
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Characteristics of Change

U Market-consistent valuation

U Stochastic modelling

U Increased disclosures

U Clearer definition responsibilities

U Documentation

U Enterprise Risk Management (ERM) / Own Risk anc
Solvency Assessment (ORSA)
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A New Way of Working for Actuaries
U More data analysis
U More modelling
U Greater importance data quality

U Standards
A Move from rulesbased to principlédased
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TheChangindRolgs) of the Actuar

U Adviser to Board
U Risk manager
U Independent reviewer



Implications folCompetence

Requirements

U Business skills

U Communications skills

U Risk management skills

U Financial analysis skills

U Modelling skills @
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What DoesThisMeanfor the Actuary:

U Extended skill set

U Professionalism and Independence
U Alot more work



What is the IAA doing?

U Relationships with external organizations,
A IAIS
A IASB
A Actuarial Association of Europe (AABU Commission and EIOPA

International Standards of Actuarial Practice (ISAPS)
International Actuarial Notes (IANS)
Risk Book

Monographs @
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Relationship with 1AIS

Regular top level meetings between IAA and IAIS

|IAArepresentation at various IAIS technical commitieeetings

|AIS representation at IAA technical committees

Workingwith 1AlSdevelopment of papersn Approaches to Actuarial
Services in Inclusive Insurance Markets and Proportionate Prudential
Requirements in Inclusive Insurance Markets

U IAA regularly comments on relevant IAIS consultations (BCR, HLA, ICS,
ComFramerevisions tdCPsetc.)
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Relationship witHASB

I Representatives from Insurance Accounting and Pensions

and Employee Benefits, and Actuarial Standards committees
attend meetings at IASB

0 Discussions includatest developments within the IASB

regarding the insurance contradiSRS, updates on ISAPs,

etc.

I IASB representatives at IAA technical committees

1 IAAprovides input which includes commenting mevant

|IASB papers and other documents.
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Relationship with the EU / EIOPA

U Through AAE
A Toplevel meetings
AwSLINBASYUl A2y Ay aidl 1SK2f RS!
A Comment on regulation proposals
A Standards of Practiaemirroring or consistent with 1AA
standards.
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Model International Standards of Actuarial Practice

Approved
U ISAP 1 General Actuarial Practice2012

U ISAP 2 FinancialAnalysis ofSocial Securityrograms2013

U ISAP 8 IAS 19 Employee Benefitg015.

In process

U ISAP 4 IFRS X Insurance Contractisie 2017

U ISAP 5 Insurer Enterprise Risk Modeldue 2016

U ISAP 6 Insurer ERMractices intended to comply with regulations consistent
with ICP 8 or ICP 1@ue 2016

U ISAP T Current estimates and other matters in relation to the IAIS capital
standards:.due 2017

U ISAP [1A] Governance of Modelsdue 2016



