
Draft – April 26, 2007 

 
Minutes of the Subcommittee on Actuarial Standards 

Mexico City — 15 April 2007 
 
 
Attendees: Yutaka Amino (Japan), Félix Arias Bergadà (Spain), Thomas Behar (France), Amy 
Bouska (U.S.), Cecil Bykerk (U.S.), Guy Castagnoli (Switzerland), Mo Chambers (Canada), 
Seong Who Choo (Australia), David Congram (Canada, Co-Chair of Subcommittee), Alexander 
Dollhopf (Sweden), Mary Downs (U.S.), Stefan Engeländer (Germany), Jeremy Goford (U.K.), 
Sam Gutterman (U.S., Chair of Insurance Accounting Committee), William Hines (U.S.), 
Stephen Humphreys (Canada), Dragica Jankovic (Serbia), Burt Jay (U.S.), Jelena Kocovic 
(Serbia), Charles Levi (Poland), Chris Lewis (Australia), Bob Miccolis (U.S.), Jim Milholland 
(U.S.), Maria de Nazaré (Portugal), Thomas Ringsted (Denmark), Ed Robbins (U.S.), Walter 
Rugland (U.S.), Francis Ruygt (Netherlands, Co-Chair of Subcommittee), Bruce Schobel (U.S.), 
Masaaki Shigehara (Japan), Henry Siegel (U.S.), Lisa Simpson (Australia), Biljana Stojnic 
(Serbia), Derek Wright (U.K.), Hideyuki Yoshida (Japan), Masaaki Yoshimura (Japan), Jesús 
Zúñiga (Mexico). 
 
 
David Congram and Francis Ruygt chaired the meeting and after introductions the minutes of the 
Edinburgh meeting November 16 and 18, 2006 were approved.  The agenda was accepted with 
some re-ordering of the items.  
 
Activity Report 
The activity report was introduced and reviewed.  The purpose of the document is to provide a 
status of the subcommittee's current projects, assist in monitoring the activities on the various 
projects, allow volunteers to be aware of expectations and provide members of the subcommittee 
or associations the opportunity to identify if they wish to be involved as individuals or as 
associations in a particular topic.  During the discussion it was proposed that the list be 
accessible on the IAA website.  It was thought there should be an indication on the document if 
additional assistance was being requested.     
 
Approved IASPs 
It was reported that Council had approved in January both the Embedded Derivative and the 
Reinsurance IASPs as forwarded to Council last November.   It was noted that the proposed 
Embedded Derivative IASP had only just passed.  In reviewing the no and abstention votes, we 
found several member associations who were concerned about what appeared to be incorrect 
references included.  This was due to IFRS 7, addressing disclosure that was implemented during 
the voting period.  We concluded that even though technically correct because the IASP was 
carefully worded to exclude such changes from the scope of the IASPs, that we should reflect the 
subsequent development before we published these by means of technical corrections.  Thanks to 
the efforts of Kim Yeoh and Sam Gutterman, these had been included with the material attached 
to the agenda. 
 
It was proposed that, given the nature of the technical changes made subsequent to Council 
approval, the following process be followed: 
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1. The Subcommittee on Actuarial Standards should vote on the changes. 
2. The Professionalism Committee should approve the process we followed. 
3. Council will be informed of these developments.  
4. The technical changes made should be communicated to the public via the IAA website.    

 
There was discussion on the process that we should follow to maintain the IASPs.  It was agreed 
that the only Standards available directly on the website should be the current versions.  The 
prior versions and any documentation of the changes made for technical adjustments should be 
held by IAA staff in an archive file.  This procedure outlined was endorsed.  
 
The new version of both the Embedded Derivative (Number 9) and Reinsurance (Number 10) 
IASP was voted on by the committee and passed unanimously. 
 
IASP Management – Website status 
The IAA website page will be modified to include an additional button that can lead directly to 
the IASPs. This should be implemented fairly soon after Mexico.  The proposed content changes 
noted with the attachment to the agenda will be implemented by the secretariat staff.  
 
A number of comments were made 

 
• IASP Exposure Drafts should be clearly distinguished from the Standards.  
 
• It was suggested that placing the website IASP discussion forum (including questions, 

comments, and suggestions for new IASPs and changes to them) on a limited access for 
members only be implemented.    

 
• It was suggested that links to IAA association member (local) standards should be 

included in the IAA IASP website. In addition, corresponding links to the IAA IASP 
website should be provided.  However, while access should be available in both 
directions, it was noted that the onus would have to be placed on the member associations 
to keep these links up-to-date.  The member associations would have to be reminded to 
do this.  

 
It was recognized that such links could facilitate members who are located in one 
jurisdiction to be aware of and to follow the Standards in another jurisdiction.  It was 
proposed that there should be a warning that the obligation is on the individual actuary to 
find the applicable information. Given the broad scope of this issue it was suggested it 
should be addressed by the Professionalism Committee.              

 
IASP Management – Due Process 
Masaaki Yoshimura, Vice-Chair of the Professionalism Committee, and the author of the current 
proposal to revise the IAA's due process, drew attention to a couple of the slides in his 
presentation prepared for the Professionalism Committee.  Sam Gutterman also reviewed the 
comments that he had prepared in a memo distributed to the Professionalism Committee.  
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Questions were raised regarding who will prepare model actuarial standards under the new 
system and who will have the authority to enforce a standard.  It was observed that no change 
was contemplated in these areas, in that the relevant national organization would have to endorse 
the Standard for it to be enforceable in its jurisdiction.  International consistency would be 
encouraged, although the IAA's only option for action regarding one of its member associations 
was to expel it from IAA membership, which is a pretty drastic step. Another area that needed to 
be decided in regard to the due process is the extent of due process needed to implement or 
revise Educational Notes (subsequent to the meeting these are being referred to as Actuarial 
Notes).   
 
Discussion of the proposal covered a fairly broad range of topics including: 

• When should we consider IASP 2, Actuarial Practice, to move to a class 3 IASP based 
on the existing process?  It was confirmed this would be considered next year, after it has 
been in effect three years.  

• Moving to a Model Standard would address a number of associations' concerns where 
there was a standard setting process independent of the associations in their country (such 
as a government-sponsored process). 

• From a strategic perspective, there was concern that if the original proposal would be 
implemented, the IAA would no longer have a standard.  This would be difficult in 
regards to communication of a change, particular to external organizations.  

• It was noted that the direction of other professional standard setters is for international 
convergence and not divergence. 

• The reality is we have two potential types of Practice Guidelines (class 4 IASPs).  One is 
a research or technique-related note (e.g., the developing stochastic method material) and 
the other practice in specific area of compliance (e.g., international accounting). 

• A question raised was how an association would be expected to deal with a standard.  
The current (and expected future) options appear to be adopt, adapt, endorse or do 
nothing.  But it was pointed out that these options appear to be somewhat awkwardly 
stated in regards to taking actions on material intended for educational purposes.   

• The proposal would address the fact that an actuarial note does not necessarily constitute 
what has been referred to as "best practice", but rather describes a practice.  

• As the existing standards are so new, several commenters did not yet understand the 
issues that have been brought up.  They considered any such approach would need wider 
consultation before the process was changed.  One commenter indicated that he would 
prefer that the IAA not change its current IASP categorization, as his association has 
been spending a lot of time recently describing to those external to the association what 
current IASPs are now and does not see how the proposed change would constitute a 
sufficient improvement to warrant such a change so quickly after the current set of IASPs 
has been adopted. 

• Language can be a real concern in countries where certain words (or their translation 
equivalent) can take on different meaning.  It is not our intent to increase the risk to an 
actuary as a result of our actions.  

• Enforcement of an international standard is problematical.  The existence of a discipline 
process for professionals is a requirement of being an IAA member association.  

• It was felt attorneys would take advantage of whatever is written, whether in the form of 
standards or educational material.   
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• Reality in the accounting world is there are currently different applications in various 
countries.  Why should we be expected to be different?  

• Concern was expressed that if we do not get our act together then international standard 
setting would be taken out of our hands (either by accounting standard setters or 
valuation standard setters).  For example, the FASB distributed a request for comment on 
whether they should undertake further measurement guidance (and several commenters 
have indicated that the IASB take this up with them on a joint basis).  In addition, the 
current Valuation Standards Board is currently considering expanding its scope to 
address the valuation of liabilities.  

• It is interesting that there is a similar discussion regarding auditing standards.  The 
fundamental question is how best the international actuarial profession can satisfy itself 
and outside stakeholders that international actuarial work is done in accordance with 
appropriate standards.  

 
IASP Management – Translation  
Translation efforts are progressing, but we have run into some difficulties with time and resource 
conflicts.  So far the process has identified a handful of errors in our IASPs that should result in 
the English version of the IASPs – these will be corrected and posted to the new IASP website. 
  
With regard to Spanish translation: 

• The Glossary and IASP 2 have been posted to CONAC’s web page for review by the 
profession.  The exposure period ends June 30, 2007, although no comments have been 
received to date.  After June 30 the Glossary and IASP 2 will be sent to other Spanish-
speaking associations for final review.  

• IASP 5 Current Estimates is being reviewed.  IASP 4 and IASP 6 are pending review. 
• They have not heard of any Spanish translation activity from other associations of 

Spanish-speaking actuaries. 
• Other Mexican actuaries are being invited to assist in the translation process.  They are 

giving CPD credits for the work to encourage contributions.  The work has been bringing 
the university and industry together.   

  
With regard to French translation: 

• A working group has been formed by the French association to review the translation 
generated by the translators used by the CIA to make a first-cut translation.   

• The initial focus is on the Glossary, although efforts in regard to certain other IASPs are 
either underway or about to get underway.   

• The target for completion is the end of this year.  
  
With regard to Japanese translation 

• Work has been completed on certain IASPs, but their general application has been 
limited, as most insurers are only subject to regulatory rules. 

• At this point they are educational for IAJ members. 
 
IASP Management – Future updates 
It was mentioned the change in the definition of financial risks may require a further update to 
the Embedded Derivative IASP. 

4 



 
IASP Working Drafts  
Business Combinations 
Jim Milholland introduced the current version of this proposed IASP.  The largest unresolved 
issue is the extent of fair value measurement guidance discussion desired.  The current paper 
describes existing overall practice other than this issue.  There was general agreement that the 
situation with respect to fair value measurement was unclear at this time, although these 
transactions are occurring and there is a need to clarify current practice. There is reference to 
material in the Society of Actuaries' US GAAP text book relating to information regarding two 
common actuarial methods.  Although this information might be used, it might not represent 
current practice on an international basis.  Inclusion of a rigorous discussion of current fair value 
measurement could significantly delay the adoption of this IASP.  
 
It was pointed out that in a business combination fair values represent current requirements and 
practice and it is being used to allocate the purchase price now.  It is also used to determine the 
amount of goodwill.   
 
The question of whether the basis for tests of adequacy of goodwill is adequacy was also raised.  
There was concern that a better approach might be to refer to the LAT IASP already issued.  
 
Options regarding this potential IASP include the following: 

1. Don't expand this further, clean up what is there and then expose it for comment.  
Possibly include a question regarding current fair value practice could be included and 
expand the IASP based on comments made.  

2. Conduct a mini survey on current practice and include the results in an exposure draft. 
3. Do a full survey of current practice and include the results – this would take more time. 
4. Go ahead and defer the document and wait until clarity as to how fair value should be 

calculated.  
    
Either a mini-survey will be conducted prior to re-exposure or a slight expansion of the current 
material will be made prior to a re-exposure.  Members of the Subcommittee were encouraged to 
send their country's current practice in this area to Jim as soon as practical, so the current version 
can be expanded somewhat for re-exposure as soon as practical.   
 
There is no formal due process requirement for a re-exposure.  As a result, the expectation is that 
this could be limited to 60 days.  To have a document in place for approval in Dublin will 
involve a tight schedule.  
 
IASP Working Drafts 
Disclosure 
Sam Gutterman introduced the current version of the proposed IASP and referred to the work 
completed by Kim Yeoh.  This now reflects the changes introduced by IFRS 7.  There has been 
substantial revision of the material as a result.  There remain some questions over the proper 
disclosure practice related to subsequent events.  
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There have been a couple of consulting firms who have published material on the disclosures.  
These could serve as good reference material for the Disclosure working group.  Sam asked that 
those with comments provide them to him as soon as practical and we will move this forward in 
the same way as Business Combinations.  He will provide an updated version to reflect 
comments received for her to further review.  
 
Planning for future IASPs – Insurance Contracts Phase 2 
At the Edinburgh Subcommittee meeting, a consensus was reached to work toward an objective 
for phase 2 of the IASB's Insurance Contract project to claim the space of an Accounting 
Standard with Principled Actuarial Guidance.  Lisa Simpson introduced a preliminary version of 
this paper that had been prepared by the Australian association for the initial discussion of this 
topic. 
 
The paper could be positioned as a Model Standard.  In preparing the document the Australians 
had made use of elements of their existing standards for life and non-life insurance.  It was 
recognized that the language would need adjustment given the context it would be applied to. 
The Accounting Appendix had been included as a preliminary example, given the fact Phase 2 is 
not yet available.  
 
The following comments were provided on the preliminary version: 

• Positive reaction was indicated for placing the issues on a table and giving guidance how 
they should be addressed.   

• The approach of laying out the steps that an actuary should take was seen to have merit, 
although it was indicated that the given other processes might be followed as well. 

• The interaction between this and current IASP 2, Actuarial Practice will need to be 
considered. 

• The issue of how to address reinsurance and possibly income-related taxes was 
considered important. 

• Some concern was expressed that this might be expressed in terms of combining 
compliance with accounting standards and actuarial behavior.  

• Some discussion was held regarding whether we should aim for a single comprehensive 
standard or separate standards addressing different issues, although a master standard 
with an overview and roadmap of others was mentioned as another approach. 

• Concern with raised if this would be a binding standard for all actuaries, particularly 
relating to whose has responsibility for accounting values in a financial report.  It was felt 
this was an issue that should be addressed in the due process review (e.g., the use of a 
model standard or actuarial note).  Under any current proposal, individual actuarial 
organizations can adapt this to their environment. 

• Expression of support for coverage of the topic of a control environment. 
• This document claims the space of the area of valuation/measurement techniques. 
• Management of risks was seen as another area of opportunity to include, although that 

might be addressed under the umbrella of management of financial risk and internal 
models. 

• Appreciation of an approach that was based on principal-based language with an 
articulation of process that could be followed. . 
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• Some confusion was created by the sections on advice and a report.  Solvency 2 
addresses these areas.  

• A section with definitions of terms would not be needed in such a standard, as they would 
be included in a consolidated glossary.  

 
Lisa and her group will next review the Phase 2 discussion paper and consideration of the 
comments/suggestions made at the meeting.  The Subcommittee agreed that enhancement of this 
document should be moved forward for discussion at the Dublin Subcommittee meeting, with a 
possible future draft e-discussed prior to that meeting.  
 
An attendee from China expressed how important the work of the Subcommittee has been with 
regard to the standards issue to date and appreciated its continuing effort.   
 
Stochastic Modeling Monograph 
Sam Gutterman introduced the initiative to develop educational materials in the form of one or 
more monographs in this area.  He reported the funding was almost complete – we have the 
commitment of five actuarial organizations (the Society of Actuaries' Financial Reporting 
Section, the Actuarial Foundation, the Casualty Actuarial Society, the Canadian Institute of 
Actuaries and the Institute of Actuaries of Australia) and are waiting for a final decision of one 
additional association.  Those organizations who have provided funding will appoint a 
representative to participate in the oversight group for this effort.  It is hoped to release the RFP 
by the end of May.  
 
A question was asked whether we should broaden our funding efforts into consultant or 
accounting firms.  Previously we had decided to restrict this to actuarial organizations to 
emphasize its educational nature and that it was anticipated that some of those organizations may 
wish to bid on authoring the material.  
 
Suggestions were made to include reference to the use of stochastic methods to develop 
economic capital models and to include an approximate weight that the review group would give 
to each of the evaluation criteria.  
 
Another question was whether we would consider selling the results of the educational material 
and providing a royalty to the author(s), thus providing additional incentive to write the material.  
This idea would be considered, but, being the first of its kind, would inevitably serve as a 
learning experience.    
 
Amy Bouska offered assistance in managing the process of development of this material. 
Assurance was provided that her offer would be accepted.  
 
Subsequent meeting 
The next scheduled meeting of the Subcommittee is in Dublin, Ireland in October 2007. 
 
 
Respectfully submitted, 
 
David Congram 
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