
Final – September 30, 2011 

Subcommittee on Actuarial Standards 
Sydney, Australia – April 8, 2011 

Minutes 
 
 
The Actuarial Standards Subcommittee of the IAA Committee on Insurance Accounting met in 
Sydney, Australia in conjunction with the IAA Committee/Council meetings on the 9th of April.  

 
1. Attendees were:  David Congram (Co-Chair, Canada), Francis Ruygt (Co-Chair, The 

Netherlands), Ralph Blanchard (U.S.), Bob Buchanan (Australia), Guy Castagnoli 
(Switzerland), Tsai-Ling Chao (Chinese Taipei), Jim Christie (Canada), Ruth Chu (Chinese 
Taipei), Tony Coleman (Australia), Micheline Dionne (Canada), Stefan Engeländer 
(Germany), Dave Finnis (Australia), Mark Freedman (U.S.), Jacqueline Friedland (Canada), 
Sam Gutterman (Chair, Insurance Accounting Committee, U.S.), Bill Horbatt (U.S.), John 
Instance (U.K.), Burt Jay (U.S.), Tom Karp (Australia), Toshihiro Kawano (Japan), Ad Kok 
(the Netherlands), Nigel Masters (U.K.), Mike McLaughlin (U.S.), Jim Milholland (U.S.), 
Yoshio Nakamura (Japan), Marc Oberholtzer (U.S.), Jim Rech (U.S.), G. Sarma (India), 
Henry Siegel (U.S.), Patricia Teufel (U.S.), Brent Walker (Australia), Hideyuki Yoshida 
(Japan), Jesús Zúñiga (Mexico).   
 

2. Francis Ruygt and Dave Congram co-chaired the meeting.  After introductions Francis 
reviewed the agenda.  No amendments were made. 

 
3. As there were no objections the subcommittee approved the minutes from the meeting in 

Vienna the previous November. 
 

4. IAA standards development, including new organization of standards development and 
subcommittee’s role.   

 
Francis reviewed the new standards framework.  According to the current standards due 
process, there are now International Standard of Actuarial Practice (ISAPs) and International 
Actuarial Notes (IANs).  The existing IASPs need to be modified to move into the new 
framework.  Also, a new process for the development of (and revision to) standards has been 
developed by the IAA’s Executive Committee (EC).  A new subcommittee, the Interim 
Actuarial Standards Subcommittee (IASSC), reporting to the EC, will oversee the 
development of all new International Actuarial Standards of Practice.  The IASSC, currently 
chaired by A. David Pelletier, consists of a Core Team of ten members, a Task Force whose 
terms of reference is to modify the Due Process for International Standards (TFDP) and five 
specialist teams reporting to it.  The specialist teams are: International Financial Reporting 
(IFRS 4), Generic standards, IAS 19 (Pension Accounting), Social Security and Enterprise 
Risk Management (ERM).  The appointments to the teams, which were contained in a report 
attached to the agenda, were reviewed.  Francis Ruygt will chair the IFRS 4 Team and is a 
member of the IASSC.  Some non-actuaries, such as members of the IASB and IAIS may in 
the future be included in the IASSC or as advisors to the EC.  The IASSC will recommend 
and the EC will adopt a description of the purpose and objectives of ISAPs. The 
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Professionalism Committee will determine if Due Process has been followed in the 
development of all IASPs and IANs.  

 
The relationship between the existing Actuarial Standards Subcommittee of the Insurance 
Accounting Committee and the new IFRS4 Team was discussed.  The existing IASP 2 
includes generic, financial reporting and IFRS specific content.  It is currently planned to 
split this into two standards, a generic actuarial practice standard and a specific IFRS 4 
standard.  The role of the existing Actuarial Standards Subcommittee will be to develop the 
new IFRS 4 related International Actuarial Notes (IANs) and to supply members for the new 
IFRS 4 specialist team.  The specialist team will also make use of other members of the 
subcommittee in drafting IFRS 4 specific IASPs and providing other input to the process.  
The objective is to avoid gaps or overlaps between the generic and IFRS specific standards 
and IFRS 4 related IANs developed by the subcommittee.  The subcommittee will closely 
follow the work of the IFRS 4 specialist team.  The entire Insurance Accounting Committee 
will also review the work of the specialist team. 

 
The question was raised, “Should the Insurance Accounting Committee sign off on draft 
standards before sending them to the IASSC for their approval?”  This suggestion will be 
passed on to the DPTF. 
 
It is not yet clear whether any content will remain after the generic content is stripped out of 
the existing IFRS 2, or whether there will be new content to be put into a new IFRS 4 
specific standard.  The IFRS 4 specialist team will develop a Statement of Intent (SOI) for a 
new IFRS 4 specific standard if substantially new content is identified for a specific IFRS 4 
standard. 

  
a.  Due Process Task Force. 

         
The DPTF report attached to the agenda was briefly discussed.   
 
The question was raised that with only an initial draft of a strategies paper for ISAPs by 
the DPTF to be adopted by the IAA Council, can the IASSC develop an SOI before the 
strategy is sufficiently in place? It is planned that once the strategy is set, if an SOI is in 
compliance with that, the Council need not approve the SOI, but if the strategy does not 
refer to the potential new standard, the Council would have to approve it or amend their 
strategy statement.  The EC would then approve SOIs.  
 
When an SOI goes to the EC, the EC will decide, after receiving input from member 
actuarial associations, not to develop the standard, to develop a standard with revisions to 
the SOI or to develop the standard according to the SOI.  The Professionalism Committee 
(PC) will look at whether the due process was followed, but will not approve the standard, 
which is consistent with the present PC role.  It was hoped that the decision making 
process of the PC and the EC would be transparent.  
 



3 

It was generally agreed that exposure for an SOI should be more than the 30 days now 
specified in the Due Process proposal.  Comments on the new Due Process are needed by 
the end of April. 

 
5. Proposed Revision to Terms of Reference 

It is proposed that the name of the “Actuarial Standards Subcommittee” be changed to the 
“Subcommittee on Education and Practice” of the Insurance Accounting Committee.  It was 
pointed out that the definition of a subcommittee specifies that it can include specialists that 
are not members of actuarial associations. 
 
The question was then raised as to whether the subcommittee can take an action or issue a 
statement without approval of the parent committee.  It was pointed out that the parent 
committee has broad oversight of the subcommittee and is responsible for its actions. 
 
It was observed that IANs have a separate due process and need not be approved by the 
Council.  It must, however be approved by the Insurance Accounting Committee.  Also, the 
Professionalism Committee must confirm that due process was followed. 
 
Comments on the Subcommittee’s new Terms of Reference (TOR) must be received by April 
29, as they will be recommended to the IAA Executive Committee shortly thereafter. 
 

6. Stochastic Modeling Book 
About 1,000 copies have been printed and nearly all are sold.  More than 1,000 have been 
sold if electronic versions are counted.  The books cost $36 plus delivery, but an electronic 
version is free to students (note that the educational institution must be registered with the 
IAA).  Pricing is intended to be at the breakeven level.  Several member associations have 
developed case studies based on their local situations.  We would like to disseminate these 
case studies to other member associations; the IAA needs to communicate this desire. We 
need to encourage the use of the book on actuarial students' exam syllabuses and seek more 
outreach with university actuarial programs.  
 

7. Discount Rate Monograph 
Since the last subcommittee meeting, Milliman was selected to author this monograph to 
provide general background and conceptual information on determination of discount rates, 
including a focus on applications for financial reporting and capital assessment of insurance 
companies and pension plane and plan sponsors.  It was emphasized that this is an 
educational document describing and analyzing methods that are currently in use and does 
not constitute original research or represent an opinion. 
 
The schedule for completion was provided: 
April 9 – Discussion at Joint meeting with Pension Committee 
April 26 – Comments from Committees due 
May 2 – Review by students and senior actuaries 
July 1 – Public exposure, reflecting final IFRS 4 as released 
September – Finalization  
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The preliminary draft that had been distributed to the Subcommittee was reviewed by lead 
author, Jim Stoltzfus of Milliman U.S.  He introduced other contributing authors in the room 
from the United States, United Kingdom and Australia. 
 
Mr. Stoltzfus stated that there will be ten case studies and that the non-life and pension case 
studies are not yet complete.  He discussed a brief presentation on the project that was 
distributed to those at the meeting and emphasized the intended audience is broad, including 
practicing actuaries, students and the general public.  
 
Members receiving the preliminary draft will be asked to participate in a Zoomerang Survey 
via the internet and to submit responses by April 26. 
 
Much work still is needed on pension-related material. The financial reporting and pension 
focus in the early draft distributed for discussion at the meeting is now more on insurance 
applications.  Plans are to reach out to pension actuaries (at least through the Pensions and 
Employee Benefits Committee) to address these issues. 
 
It was suggested that it might be a good idea to provide examples from Solvency II and 
illustrate other local or regional legal requirements.  Someone suggested that those in the 
economics or finance fields may have a different view on discount rates than actuaries.  The 
concept of an equity risk premium was briefly discussed that should be addressed.  Another 
question was raised whether the liquidity adjustment for assets is different than the liquidity 
adjustment for liabilities – this needs to be more clear.  Another suggestion was that there 
should be a case study illustrating adjustments that may be appropriate in a distressed market 
causing the excessive volatility of two or three years ago.  The Monograph will provide 
various liquidity adjustment approaches, pointing out that no single one is the best approach 
in all cases. 
 
The general consensus of those in the audience on the draft monograph presented was 
positive and that overall the general direction as indicated by the current draft is a good one.  
The subcommittee members and others in the audience expressed much gratitude to the 
author team for their work. 
 
The idea of the planned public exposure that is scheduled for 60 days was discussed.  It was 
suggested that this would likely elicit significant comments and result in an inability to meet 
the current schedule.  Those responsible responded that they may consider only selected 
public exposure to the subcommittee and several students and non-actuarial financial experts. 
 
The subcommittee then discussed whether we need to develop an IASP or an IAN on 
discounting, in addition to the educational monograph.  It was generally agreed that we need 
to do so.  It was suggested that this effort should wait for at least a stable, almost final, draft 
of the revised IFRS 4 in June before work can commence, with an aim to prepare an IAN on 
discounting linking the monograph to the IFRS.  The IAN might later evolve into an IASP.  
Several indicated that an IASP will be important too and needs to be in place before actual 
discounting practice becomes frozen, which may occur in less than a year after the new IFRS 
is adopted, which means that work on an SOI should commence in the next several months. 
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It was pointed out that an IAN or IASP on discounting needs to cover other IFRSs, such as 
financial instruments and service contracts and should cover fair value, amortized cost and 
the cost of borrowing (the latter the discounting method expected to be used in Revenue 
Recognition for service contracts).  The strong consensus is that we will need an IAN very 
soon and it will take quite a long time to develop and implement a standard. 
 

8. Planning for future IASPs/IANs/educational material in anticipation of IFRS 4 revisions 
Explicit risk adjustments.  Sam raised the question of whether a monograph is needed to 
address the practical aspects of risk adjustments.  

 
Thoughts expressed:  We need something, probably separate, for life and general insurance.  
We need to bridge the objective of risk margins to the calculation methods permitted and to 
show which approximate methods would likely satisfy the criteria expected to be given by 
the IASB.  Should our committee/subcommittee undertake this project internally or outsource 
it?  Paid resources should be able to complete the project more quickly, even though time 
would be needed for author teams to prepare a proposal. 

 
It will take a lot of thought to define the requirements of the project.  The existing Risk 
Margin paper represents a good start and a good source for the project, but it needs further 
discussion of methods and techniques.  More technical details and shortcuts are needed.  It 
was decided by consensus that we should both outsource a monograph and develop an IAN 
internally.  We should draft an RFP shortly and start to look for funding. 

       
The end products are needed by mid-2012.  We need an RFP within two months and to make 
the award before September. 

 
9. Planning for future IASPs (standards) and IANs (educational notes) in anticipation of 

IFRS 4 revisions 
a. Possible IASPs and/or IANs 

i. Discount rates – as mentioned above, there was general agreement an IAN is 
needed.  Guy Castagnoli and David Congram volunteered, while it was 
suggested that Derek Wright should also be approached. 

ii. Risk adjustments – only if this becomes part of the final IASB standard 
1. As indicated above, there was a consensus that a monograph is needed 

describing methods and techniques that could be used, etc.  We will 
need an RFP fairly soon since the completion date will have to be no 
later than mid-2012.  There should probably be separate ones for non-
life and for life.  It was felt that the monograph should be outsourced, 
but that development of an IAN should be produced by the 
subcommittee.  Marc Oberholtzer, Nigel Masters, and Sam Gutterman 
agreed to draft the RFP. 

2. Most felt an IAN would be necessary, even with a monograph on 
techniques.  Some felt that the IAN development should have higher 
priority than a monograph.  Jacqueline Friedland, Bob Buchanan, 
Yoshio Nakamura, and Burt Jay volunteered. 

iii. Subsequent measurement of margins (residual or composite) 
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1. It was agreed that guidance for residual margins, especially if 
remeasured, would need to be in an IAN.  Henry Siegel, Mark 
Freedman, and Stefan Engeländer volunteered for this.  Grant 
Robinson was also suggested as a possibility. 

iv. Short duration method 
1. It was agreed to defer deciding whether an IAN is needed in this area, 

as it will depend upon what the final IASB standard consists of.  
Jacqueline Friedland, Bob Buchanan, and Marc Oberholtzer agreed to 
work on this.  Bob Miccolis was suggested as a possibility. 

b. Current IASP re-development: 
i. IASP 3 – Classification of contracts (although there are likely to be minor 

revisions concerning the definition of insurance), material on recognition, 
contract boundary and onerous contracts may require substantial new material 
– Stefan Engeländer volunteered. 

ii. IASP 4 – Measurement of financial instruments and service contracts.  This 
may need significant changes, because of revenue recognition and financial 
instrument changes; we may want to separate the measurement of financial 
instruments and service contracts, since they will be in different IFRSs.  
Stefan Engeländer volunteered.  Jim Milholland and Mike Lombardi were 
suggested as possible volunteers. 

iii. IASP 5 – Current estimates (expected value of cash flows, likely to include 
material from Appendix C of the IAA Risk Margins paper) – Sam Gutterman 
the author of Appendix C volunteered. 

iv. IASP 6 – Liability adequacy testing (the scope of treatment of onerous 
contracts will depend upon subsequent Board decisions, especially reflecting 
modified contracts.  No volunteer stepped forth.  

v. IASP 7 – Discretionary participating features; will need something on 
measurement of these contracts, which will be quite different from current 
guidance – Stefan Engeländer and Henry Siegel volunteered. 

vi. IASP 8 – Changes in accounting policies. This will likely be significantly 
reduced in scope, possibly only addressing the general requirement in IAS 8 – 
Stefan Engeländer volunteered. 

vii. IASP 9 – Reinsurance; will need to totally change its contents – Hideyuki 
Yoshida volunteered, as has the IAA Reinsurance Subcommittee of the 
Insurance Regulation Committee. 

viii. IASP 10 – Embedded derivatives and derivatives.  This may have to be 
changed somewhat in view of changes in IFRS 9 from IAS 39. This will likely 
be given relatively low priority – Stefan Engeländer volunteered. 

ix. IASP 11 – Business combination and portfolio transfers.  This should be 
revised in view of new fair value measurement guidance – Jim Milholland 
was suggested as a possible volunteer. 

x. IASP 12 – Disclosure. It was thought that we would not have to start from 
scratch, but this may require substantial work.  Kim Yeoh was suggested as a 
possibility as she was an author of the prior version. 

xi. Transition – an IAN may be needed, depending upon what the final standard 
consists of.  Derek Wright was suggested as a possible volunteer. 
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xii. Presentation – an IAN would be needed, depending on whether some sort of 
margin approach is required.  No volunteer came forth. 

xiii. Unbundling – an IAN might be needed, depending upon what is required.  No 
volunteers came forth. 

c. A sample template for guidance to our working teams and a fuller list of working 
team members would be available by June 1st.  In the meantime, if others wish to 
volunteer, please contact Sam. 

d. Identification of issues to be addressed would be finalized by July 31. 
e. Will probably have a drafting team meeting near the end of July, probably in New 

York City or London. 
 
10. The next scheduled meeting of the subcommittee will be held in Zagreb in conjunction with 

the IAA Council/Committee meetings in September 2011. 
 
 
Respectively submitted,  
 
Burt Jay and Mark Freedman 


