
 
 

Minutes of the Subcommittee on Actuarial Standards 
Cancun, Mexico — 14 and 16 March 2002 

 
 
1. Attendees.  Clive Aaron (Australia), Bill Abbott (U.K.), Yutaka Amino (Japan), Ralph 

Blanchard (U.S.), Allan Brender (Canada), Guy Castagnoli (Switzerland), Mo Chambers 
(Canada), Tony Coleman (Australia), David Congram (Canada), Stefan Engeländer 
(Germany), Angie Felipe (Spain), Viri Fialka (Czech Republic), Rainer Fürhaupter 
(Germany), Yasuhide Fujii (Japan), Jeremy Goford (U.K.), Dave Hartman (U.S.), Norbert 
Heinen (Germany), William Hines (U.S.), Sam Gutterman (U.S.), Steve Handler (South 
Africa), Tom Karp (Australia), Jean-Pierre Lassus (France), Viviane LeFlaive (France), 
Chris Lewis (Australia), Florence Lustman (France), Jean-Louis Massé (Canada), Nigel 
Masters (U.K.), Paul McCrossan (Canada – co-chair), Bob Miccolis (U.S.), Jim Milholland 
(U.S.), Mukesh Mittal (U.K.), Bruce Moore (U.S.), Craig Murison (U.K.), Markku 
Paakkanen (Finland), Dave Pelletier (Canada), Jukka Rantala (Finland), Francis Ruygt 
(Netherlands) – co-chair), Dave Sandberg (U.S.), Shigeru Taguchi (Japan), Simon van Vuure 
(Netherlands), Stuart Wason (Canada), Bob Wilcox (U.S.). 

 
2. Minutes of last meeting in London.  The minutes of the last (initial) meeting of the 

Subcommittee in London in December 2001 were approved. 
 
3. Terms of reference.  The terms of reference as drafted in London were approved by the 

Subcommittee.  Subsequently, they were also approved by the Committee on Insurance 
Accounting, Professionalism Committee, Nominations Committee and IAA Council.  Thus, 
not only has the Subcommittee been made official, but the Council also gave its approval for 
the Subcommittee to develop Actuarial Standards regarding the financial reporting for 
insurance and related products expected to be adopted by the IASB. 

 
4. Discussion papers. The discussion papers as produced by the drafting team have now been 

posted on the IAA website. Regular comments, albeit normally on an informal and individual 
basis, have been received by members of the IASB on various aspects of the discussion 
papers and these comments will be considered by the drafting team. 

 
5. Discussion threads. A demonstration of the operation of the discussion groups on the IAA 

website was shown. The process adopted by the drafting team is being kept as open as 
possible. Members are strongly encouraged to participate in the discussion on either an 
individual basis or via their national associations. Each discussion paper will have its own 
discussion thread. The two members of the team who drafted the discussion paper in question 
will monitor the discussions taking place. When contributing to a discussion group, members 
are encouraged to adopt the following guidelines: 

 
• Each discussion thread should be limited to one topic only. 
• It should be clear whether a member is responding in an individual capacity or on behalf 

of a national association. 
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• If two or more people are in debate over a particular topic, the conclusion of that debate 
should be made clear. 

• Personal discussions may best be dealt with by emails rather than through the discussion 
threads.  

 
6. Updates to the discussion papers Periodically, discussion papers will be updated to reflect 

the outcome of discussions on the papers. The frequency of the update will depend on the 
extent and nature of the discussion on the current version of the paper. Once an update is 
deemed appropriate, a member of the drafting team will inform members of the closing date 
of the discussion and inform members that the discussion paper is being updated. Once the 
update has been done, he will then notify the IAA insurance committee list server that the 
updated paper is now available and open to a new set of discussion. The update will take into 
account various factors such as the: 
• quality of the arguments; 
• whether members are responding in an individual capacity or on behalf of a national 

association; and 
• whether agreeing or opposing views have been expressed. If there are opposing views 

over a topic, then may need to be recorded and the rationale for any conclusion drawn 
needs to be clearly stated. 

 
7. Issues list. The issues being addressed by the drafting team were deemed to be appropriate. 

The following issues will also be addressed: 
• Release of future profits (for example, through securitisation) 
• Unit of account 
• Reinsurance: measuring credit risk of reinsurer 
• Management assessment (a combination of other issues) 

 
8. Legal aspects. It was suggested that the IAA might wish to consider obtaining legal advice 

on the applicability and scope of the standards before publishing such standards. This will be 
considered further with the Professionalism Committee. 

 
9. Applying the standards in practice. A discussion took place on: 

• Professional misconduct, for example non-compliance with the actuarial standard or false 
statement of compliance. Disciplinary proceedings would normally expect to be initiated 
by national actuarial associations with support such as expert witness provided by the 
IAA. 

• The extent that national actuarial association can override the international standards. 
This would not be expect to arise and would not normally expect to be permitted. 
However national association may provide supplementary standards or guidelines 
providing further interpretation or guidance although these would not replace the 
international standards. The discussion papers have indicated in a number of areas where 
national association may provide further guidance on for example assumptions or 
methodology. 

• Translation of the standards to other core languages. It was recognized that this needs to 
be carefully done to ensure that the meaning of words are not lost or misinterpreted on 
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translation. Certain national actuarial associations may be approached to translate the 
documents into their native language. 

 
10. Options list. The list produced by the drafting team outlining various types of policyholders 

and insurers options will be posted on the IAA website. The treatment of each option under 
the DSOP may be considered further by the drafting team. 

 
11. Developments within the IASB. The three remaining chapters (performance linked 

contracts, presentation and disclosure) are expected to be available on the public part of the 
IASB website just after the end of March. It was noted that the Financial Activities: 
Disclosure and Presentation project which is considering amendments to IAS30 (Disclosures 
in Financial Statements in Banks and Similar Financial Institutions) has been extended to 
consider disclosure and presentation issues that arise for all types of entities that are engage 
in deposit taking, lending or securities business activities. This project could hence have 
important implications for presentation and disclosure chapters of the DSOP. 

 
There are a number of other IASB projects that will have implications for the production and 
application of the proposed IFRS for insurance contracts, such as the: 
 

• Improvements project. This is considering improvements to existing IAS. A copy of 
the agenda paper used in the February 2002 Board meeting was handed out in the 15 
March 2002 meeting. This project will aim to remove optional accounting treatment 
so as to minimize accounting arbitrage. 

• Amendments to IAS39 project. 
• First Time application of IFRS; and 
• Accounting for Share Based Payments. This project has been accelerated post 

ENRON. 
 
Details of the projects and the latest Board discussion on these projects are available on the 
IASB website. It was noted that certain topics have are being addressed by one or more 
national accounting setters and the Reporting Performance project is being developed with 
the UK Accounting Board. The IAA may follow this model in the development of actuarial 
standards or suitable educational materials.  

 
12. 2005 deadline. It was noted that the European Parliament has endorsed the Commission 

proposals that all listed EU companies must comply under the IAS from 2005 onwards. 
However, companies which are already applying another set of international standards such 
as US GAAP as their primary reporting basis will be exempted from this requirement only 
until 2007. Further, a comment was made that certain changes to IAS1 under the 
Improvements Project may mean that it will not permit companies to use US GAAP in the 
absence of any IAS for insurance contracts: however, this still needs to be clarified. 

 
13. Response to DSOP. The IAA will be submitting some thoughts to the IASB on the DSOP. 

The submission will be responsibility of the parent (Insurance Accounting) committee rather 
than the standards sub committee. The issues that were raised were discussed on 15 March 
2002 and a copy of the submission will be posted on the IAA website. 
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14. Timetable. The IASB are still currently aiming for an Exposure Draft of the insurance 

contracts by the end of this year with a final IFRS in 2003. It was noted that the IASB are 
soliciting public comment on the DSOP and that it will not issue a Discussion Draft for 
comment prior to the publication of the Exposure Draft. Our timetable will correspond to this 
with the aim to republish a final set of discussion papers by the IAA Barcelona meeting (19-
21 October 2002) and an Exposure Draft soon after by the end of the year. No face-to-face 
meetings are being planned to be held prior to Barcelona although it was noted that the 
drafting group have regular conference calls. 

 
15. Drafting Group Three peer reviewers have been appointed with specific responsibility to 

review the work of the drafting team from a non- life and from an Asia-Pacific perspective. 
The reviewers are: 
• Tony Coleman (Australia) 
• Bob Miccolis (U.S); and 
• Shigeru Taguchi (Japan) 
The three reviewers will join the list server of the drafting team. 
 

16. Project management. Post meeting: It may be possible to appoint someone in a project 
management role who will review discussion papers to ensure a consistency of style and 
language and to produce standards from the outcome of the discussions and the papers. This 
will be similar to a role used to produce the recent Canadian Standards. This role and the 
appointment of an individual will be explored during the next few months.  

 
17. Discussion of individual papers. The following discussion papers were discussed during 14 

and 16 March: 
• Issue number 20: Extent of Insurance Risk 
• 32: Base (Best Estimates) Assumptions  
• 21: Embedded Options 
• 34: Market Value Margins 
• 37: Profit at Issue 
• 23: Renewals 
• 2: Reliability 
• 3: Materiality 
 
A summary of the discussion will be posted on the website after the discussion papers at the 
start of the discussion threads. 
 

Respectfully submitted, 

Mukesh Mittal 
20 March 2002 
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