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From: Dave Pelletier
To: Pierre MIEHE; sam.gutterman@us.pwc.com; rblancha@travelers.com; Yvonne Lynch; John Instance; "Nick


Dumbreck"; Anne Peters; bgmeilander@gmail.com
Cc: "ISAP.comments@actuaries.org"; Godfrey Perrott; Amali Seneviratne
Subject: RE: ISAP 1 - Further Comments Received and Changes Made
Date: September-25-12 5:04:44 PM
Attachments: ISAP1_General_Standard IASSC-markupV2.doc


ISAP1_General_Standard IASSC-clean.doc
Round 2 comments.doc


Hello again to the eight commenters. 
 
Bob Meilander kindly pointed out to me that the “markup” that I’d provided earlier was not in fact
a full markup against the previously proposed version of ISAP 1 that you had seen.  We apologize
for that; with various versions floating around, the markup sent earlier today had been done
against a different version.
 
So I now attach again a red-line copy of what the IASSC has conceptually approved, but this time
marked up against that earlier version that you had seen.  I also attach a clean copy and the
Round2 Comment summary.
 
As I stated below, please do provide any “fatal flaw” comment, by the weekend, to
ISAP.comments@actuaries.org .
 
Best regards,
 
Dave Pelletier
Chair, IASSC
 
From: Dave Pelletier 
Sent: 25-Sep-12 10:48
To: 'Pierre MIEHE'; 'sam.gutterman@us.pwc.com'; 'rblancha@travelers.com'; 'Yvonne Lynch'; 'John
Instance'; 'Nick Dumbreck'; 'Anne Peters'; 'bgmeilander@gmail.com'
Cc: 'ISAP.comments@actuaries.org'; 'Godfrey Perrott'
Subject: ISAP 1 - Further Comments Received and Changes Made
 
You are the eight commenters who submitted continuing concerns with ISAP 1.  We have made
several edits as a result to address some of your concerns.  Some of the comments made however
were not possible to address directly.  Some even conflicted with each other – one commenter
preferred that the standard be more definitive while others wanted the  principle of
proportionality explicitly included (which we have done).  At least one commenter felt that the
ISAP was too prescriptive while another felt it was too open to different interpretations.


Attached is a red line copy of the revised ISAP 1 that has been conceptually approved  by the IASSC
(consensus achieved within the IASSC and we’re now carrying out the formal vote) to be submitted
to the EC.  We have also attached a document describing the comments we received, what we did
about them, and why.  We will be submitting this to the EC along with the actual comment letters.


Please would you let us know as soon as possible if you see any fatal flaws in the proposed ISAP.  It
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ISAP 1 General Actuarial Practice
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This document contains the proposed final version of ISAP 1 General Actuarial Practice which was approved by the IASSC on XX
 September 2012 and is submitted to the Executive Committee for transmittal to Council for approval.


A companion document, Report on Exposure Process for ISAP 1, was reviewed by the EC at its 28 August meeting and is on the IAA website. That document:


· Details how the ISAP was exposed; 


· Summarizes the comments received; and 


· Describes the IASSC’s actions along with its reasons. 


A second document summarizes the comment received from 8 of the 27 commenters on the exposure draft, and our reactions and the changes we propose.


Proposed ISAP



International Standard of Actuarial Practice 1



(ISAP 1)



General Actuarial Practice


International Actuarial Association


Developed by the General Task Force


of the



Interim Actuarial Standards Subcommittee


Adopted by IAA Council


[November 2012]



TABLE OF CONTENTS



Preface
v


Section 1. General
1


1.1
Purpose
1


1.2
Scope
1


1.3
Compliance
1


1.4
Applicability
1


1.5
Reasonable Judgment
2


1.6
Language
3


1.7
Cross-References
3


1.8
Effective Date
3


Section 2. Definitions
4


Section 3. Appropriate Practices
5


3.1
Acceptance of Assignment
5


3.2
Knowledge of Relevant Circumstances
5


3.3
Reliance on Others
5


3.4
Materiality
7


3.5
Data Quality
7


3.6
Assumptions and Methodology
8


3.7
Assumptions and Methodology Set by Actuary
8


3.8
Assumptions and Methodology Prescribed
9


3.9
Assumptions and Methodology Mandated by Law
10


3.10
Process Management
10


3.11
Peer Review
10


3.12
Treatment of Subsequent Events
10


3.13
Retention of Documentation
10


Section 4. Communication
12


4.1
General principles
12


4.2
Report
12






Preface tc \l1 "Preface


[Drafting Notes – When an actuarial standard-setting organization adopts this standard it should:



1. Replace “ISAP” throughout the document with the local standard name;


2. Choose the appropriate phrase and date in paragraph 1.8;


3. Choose the appropriate phrase in sub-paragraph 3.1.2.a;


4. Review for, and resolve, any conflicts with the local law and code of professional conduct; and


5. Delete this preface (including these drafting notes).]



This International Standard of Actuarial Practice (ISAP) is a model for actuarial standard-setting bodies to consider. The International Actuarial Association (IAA) encourages relevant actuarial standard-setting bodies to consider taking one of the following courses of action, if it has been determined that this ISAP is relevant for actuaries in their jurisdiction:



· Adopting this ISAP as a standard with appropriate modification, where items covered in this ISAP are not currently contained in existing actuarial standards, or where such portions of existing actuarial standards are to be withdrawn;


· Endorsing this ISAP as a standard as an alternative to existing standards; 



· Modifying existing standards to obtain substantial consistency with this ISAP; or



· Confirming that existing standards are already substantially consistent with this ISAP. 


Such an adopted standard (rather than this ISAP) applies to those actuaries who are subject to such body’s standards, except as otherwise directed by such body (for example, with respect to cross-border work).



When this ISAP is translated, the adopting body should select three verbs that embody the concepts of “must”, “should”, and “may”, as described in Language, even if such verbs are not the literal translation of “must”, “should”, and “may”.


This ISAP is not binding upon an actuary unless the actuary states that some or all of the work has been performed in compliance with this ISAP.



This ISAP was adopted by the IAA Council in [month year].


Section 1. Generaltc \l1 " Section 1. General 


1.1. Purposetc \l2 "1.1
Purpose  – This ISAP provides guidance to actuaries when performing actuarial services to give intended users confidence that 


· Actuarial services are carried out professionally and with due care;


· The results are relevant to their needs, are presented clearly and understandably, and are complete; and


· The assumptions and methodology (including, but not limited to, models and modelling techniques) used are disclosed appropriately.


1.2. Scopetc \l2 "1.2
Scope 


1.2.1. This ISAP is a general standard. It applies to all actuarial services performed by an actuary unless an element of guidance is explicitly superseded by another standard such as a practice-specific standard or by law.


1.2.2. Usually, the intent of a practice-specific standard is to narrow the range of practice considered acceptable under the general standards. In exceptional cases, however, the intent of a practice-specific standard is to define as acceptable a practice which would not be acceptable under the general standards, in which case that intent is specifically noted by words in a practice-specific standard like: “Notwithstanding the general standards, the actuary should . . .”, followed by a description of the exception.



1.3. Compliancetc \l2 "1.3
Compliance  – There are situations where an actuary may deviate from the guidance of this ISAP but still comply with the ISAP:


1.3.1. Law may impose obligations upon an actuary. Compliance with requirements of law that conflict with this ISAP is not a deviation from the ISAP.



1.3.2. The actuarial code of professional conduct applicable to the work may conflict with this ISAP. Compliance with requirements of the code that conflict with this ISAP is not a deviation from the ISAP.



1.3.3. The actuary may depart from the guidance in this ISAP while still complying with the ISAP if the actuary provides, in any report, an appropriate statement with respect to the nature, rationale, and effect of any such departure.


1.4. Applicabilitytc \l2 "1.4
Applicability  – This ISAP applies to actuaries when performing actuarial services. An actuary who is performing these actuarial services may be acting in one of several capacities such as an employee, management, director, external adviser, auditor, or supervisory authority of the entity.


1.4.1. The application of this ISAP is clear when a single consulting actuary is performing actuarial services for a client who is not affiliated with the actuary. 


1.4.2. There are at least two general cases which do not meet the criterion stated in 1.4.1:


a. A team of actuaries is performing actuarial services; or  



b. An actuary is performing actuarial services for an affiliated party (such as the actuary’s employer or affiliated entities within a group under common control).  



1.4.3. When a team is performing actuarial services, most paragraphs of this ISAP apply to every actuary on the team. However, requirements in some paragraphs need not be met by every actuary on the team personally (e.g., 3.1.1). In the case of such paragraphs, each actuary on the team should identify, if relevant to that actuary’s work, which member of the team is responsible for complying with such requirements and be satisfied that the other team member accepts that responsibility.


1.4.4. If an actuary is performing actuarial services for an affiliated party the actuary should interpret this ISAP in the context of practices that apply normally within or in relation to the affiliated party, except that, if there are substantive inconsistencies between these practices and this ISAP, the actuary should endeavour to observe the spirit and intent of this ISAP as fully as possible.


a. The actuary should consider the expectations of the principal. These expectations might suggest that it may be appropriate to omit some of the otherwise required content in the report. However, limiting the content of a report may not be appropriate if that report or the findings in that report may receive broad distribution.



b. If the actuary believes circumstances are such that including certain content in the report is not necessary or appropriate, the actuary should be prepared (if challenged by a professional actuarial body with jurisdiction over the actuarial services) to describe these circumstances and provide the rationale for limiting the content of the report. 


1.5. Reasonable Judgmenttc \l2 "1.5
Reasonable Judgment  – The actuary should exercise reasonable judgment in applying this ISAP.


1.5.1. A judgment is reasonable if it takes into account:


a. The spirit and intent of the ISAPs; 


b. The type of assignment; and 


c. Appropriate constraints on time and resources.  



1.5.2. 


1.5.3. Nothing in this standard should be interpreted as requiring work to be performed that is not proportionate to the scope of the decision or the assignment to which it relates and the benefit that intended users would be expected to obtain from the work.


1.5.4. Any judgment required by the ISAP (including implicit judgment) is intended to be the actuary’s professional judgment unless otherwise stated.


1.6. Languagetc \l2 "1.6
Language 


1.6.1. Some of the language used in all ISAPs is intended to be interpreted in a very specific way in the context of a decision of the actuary. In particular, the following verbs are to be understood to convey the actions or reactions indicated:


a. “Must” means that the indicated action is mandatory and failure to follow the indicated action will constitute a departure from this ISAP.


b. “Should” (or “shall”) means that, under normal circumstances, the actuary is expected to follow the indicated action, unless to do so would produce a result that would be inappropriate or would potentially mislead the intended users of the actuarial services. If the indicated action is not followed, the actuary should disclose that fact and provide the reason for not following the indicated action.  


c. “May” means that the indicated action is not required, nor even necessarily expected, but in certain circumstances is an appropriate activity, possibly among other alternatives. Note that “might” is not used as a synonym for may, but rather with its normal meaning.


1.6.2. This document uses various expressions whose precise meaning is defined in section 2. These expressions are highlighted in the text with a dashed underscore and in blue, which is also a hyperlink to the definition (e.g., actuary).


1.7. Cross-Referencestc \l2 "1.7
Cross-References  – When this ISAP refers to the content of another document, the reference relates to the referenced document as it is effective on the adoption date as shown on the cover page of this ISAP. The referenced document may be amended, restated, revoked, or replaced after the adoption date. In such a case, the actuary should consider the extent the modification is applicable and appropriate to the guidance in this ISAP.


1.8. Effective Datetc \l2 "1.8
Effective Date  – This ISAP is effective for {actuarial services performed/actuarial services commenced/actuarial services performed relevant to an event}
 on or after [Date]. 


Section 2. Definitionstc \l1 " Section 2. Definitions 


The terms below are defined for use in this ISAP.


2.1. Accepted Actuarial Practice – A practice or practices that are generally recognized within the actuarial profession as appropriate to use in performing actuarial services within the scope of an ISAP or the applicable professional standards of practice.


2.2. Actuarial Services – Services, based upon actuarial considerations, provided to intended users that may include the rendering of advice, recommendations, findings, or opinions.


2.3. Actuary – An individual member of one of the member associations of the IAA. 


2.4. Adoption Date – The date on which this ISAP was adopted as a final document by the IAA Council.


2.5. Communication – Any statement (including oral statements) issued or made by an actuary with respect to actuarial services.


2.6. Entity – The subject, in whole or in part, of the actuarial services, including an enterprise, an insurer, a pensions or benefits plan, a social security scheme, an individual, a government department or agency, a group, etc.


2.7. IAA – The International Actuarial Association.


2.8. Intended User – Any legal or natural person (usually including the principal) whom the actuary intends at the time the actuary performs the actuarial services to use the report.


2.9. Law – Applicable acts, statutes, regulations, or any other binding authority (such as accounting standards and any regulatory guidance that is effectively binding).


2.10. Principal – The party who engages the provider of actuarial services. The principal will usually be the client or the employer of the actuary.


2.11. Professional Judgment – The judgment of the actuary based on actuarial training and experience.


2.12. Report – The actuary’s communication(s) presenting some or all results of actuarial services to an intended user in any recorded form, including but not limited to paper, word processing or spreadsheet files, e-mail, website, slide presentations, or audio or video recordings.  


2.13. Subsequent Event – An event of which the actuary becomes aware after the valuation date (or date to which the actuarial services refer) but before the actuary’s communication on the results of these actuarial services is delivered.


2.14. Work – All actuarial activities performed by an actuary related to actuarial services. It usually includes acquisition of knowledge of the circumstances of the assignment, obtaining sufficient and reliable data, selection of assumptions and methodology, calculations and examination of the reasonableness of their result, use of other persons’ work, formulation of opinion and advice, documentation, reporting, and all other communication.


Section 3. Appropriate Practicestc \l1 "Section 3. Appropriate Practices 


3.1. Acceptance of Assignmenttc \l2 "3.1
Acceptance of Assignment 


3.1.1. When providing actuarial services, the actuary should confirm with the principal the nature and scope of actuarial services to be provided, including:


a. The role of the principal;


b. Any limitations or constraints on the actuary;



c. Any requirements that the actuary is required to satisfy;



d. Identification of the schedule and expected cost or resources needed (especially if they are substantial); and


e. The information needed to be communicated to and by the actuary, especially if it is sensitive or confidential.


3.1.2. In accepting an assignment for actuarial services, the actuary shall:


a. {If adopting standard-setter has a standard on qualifications} Be qualified under [name of standard] to perform the services, or become qualified before the services are delivered;



{If adopting standard-setter does not have a standard on qualifications} Be competent and appropriately experienced to perform the services
;



b. Be satisfied that the assignment can be performed under the applicable code of professional conduct; and



c. Have reasonable assurance of time, resources, access to relevant employees and other relevant parties, access to documentation and information, and the right of the actuary to communicate information, as may be necessary for the work.


3.2. Knowledge of Relevant Circumstancestc \l2 "3.2
Knowledge of Relevant Circumstances  – The actuary should have or obtain sufficient knowledge and understanding of the data and information available, including the relevant history, processes, nature of the business operations, law, and business environment of the entity, to be appropriately prepared to perform the actuarial services required by the assignment.


3.3. Reliance on Otherstc \l2 "3.3
Reliance on Others  – The actuary may use information prepared by another party such as data, relevant contracts, insurance contract or pension plan provisions, opinions of other professionals, projections, and supporting analyses (but excluding assumptions or methodology). The actuary may select the party and information on which to rely, or may be given the information by the principal. The actuary may take responsibility for such information, or the actuary may state that reliance has been placed upon the source of this information and disclaim responsibility.


3.3.1. If the actuary selects the party on whom to rely, the actuary should consider the following: 



a. The other party’s qualifications;



b. The other party’s competence, integrity, and objectivity;



c. The other party’s awareness of how the information is expected to be used;



d. Discussions and correspondence between the actuary and the other party regarding any facts known to the actuary that are likely to have a material effect upon the information used; and



e. The need to review the other party’s supporting documentation.


3.3.2. If the actuary uses information prepared by another party without disclaiming responsibility for that information, the actuary:



a. Should determine that the use of that information conforms to accepted actuarial practice in the jurisdiction(s) of the actuary’s services; 


b. Should establish appropriate procedures for the management and review of the information that the actuary intends to use; and



c. Does not need to disclose the source of the information.


3.3.3. If the actuary states reliance on the information prepared by another party and disclaims responsibility for it, the actuary should:



a. Disclose that fact (including identifying the other party) in any report or other appropriate communication;



b. Disclose the nature and extent of such reliance; 


c. Examine the information for evident shortcomings;



d. When practicable, review the information for reasonableness and consistency; and


e. Report the steps, if any, that the actuary took to determine whether it was appropriate to rely on the information.



3.3.4. If the information was prepared by the other party under a different jurisdiction, the actuary should consider any differences in the law or accepted actuarial practice between the two jurisdictions and how that might affect the actuary’s use of the information.


3.4. Materiality tc \l2 "3.4
Materiality – In case of omissions, understatements, or overstatements, the actuary should assess whether or not the effect is material. The threshold of materiality under which the work is being conducted should be determined by the actuary unless it is imposed by another party such as an auditor or the principal. When determining the threshold of materiality, the actuary should: 


3.4.1. Assess materiality from the point of view of the intended user(s), recognizing the purpose of the actuarial services; thus, an omission, understatement, or overstatement is material if the actuary expects it to affect significantly either the intended user’s decision-making or the intended user’s reasonable expectations; 


3.4.2. Consider the actuarial services and the entity that is the subject of those actuarial services; and


3.4.3. Consult with the principal if necessary.


3.5. Data Qualitytc \l2 "3.5
Data Quality 


3.5.1. Sufficient and Reliable Data - The actuary should consider whether sufficient and reliable data are available to perform the actuarial services. Data are sufficient if they include the appropriate information for the work. Data are reliable if that information is materially accurate.



3.5.2. Validation - The actuary should take reasonable steps to review the consistency, completeness, and accuracy of the data used. These might include:



a. Undertaking reconciliations against audited financial statements, trial balances, or other relevant records, if these are available;



b. Testing the data for reasonableness against external or independent data;



c. Testing the data for internal consistency; and


d. Comparing the data to that for a prior period or periods.


The actuary should describe this review in the report.


3.5.3. Sources of Data for Entity-Specific Assumptions - To the extent possible and appropriate when setting entity-specific assumptions, the actuary should consider using data specific to the entity for which the assumptions are being made. Where such data are not available, relevant, or credible, the actuary should consider industry data, data from other comparable sources, population data, or other published data, adjusted as appropriate. The data used, and the adjustments made, should be described in the report.


3.5.4. Data Deficiencies - The actuary should consider the possible effect of any data deficiencies (such as inadequacy, inconsistency, incompleteness, inaccuracy, and unreasonableness) on the results of the work. If such deficiencies in the data are not likely to materially affect the results, then the deficiencies need not be considered further. If the actuary cannot find a satisfactory way to resolve the deficiencies, then the actuary should consider whether to:



a. Decline to undertake or continue to perform the actuarial services;



b. Work with the principal to modify the actuarial services or obtain appropriate additional data; or


c. Subject to compliance with the actuary’s code of professional conduct, perform the actuarial services as well as possible and disclose the data deficiencies in the report (including an indication of the potential impact of those data deficiencies).



3.6. Assumptions and Methodologytc \l2 "3.6
Assumptions and Methodology  


3.6.1. The assumptions and methodology may be 


a. Set by the actuary (3.7);


b. Prescribed by the principal or another party (3.8); or 


c. Mandated by law (3.9).


3.6.2. Where the report is silent about who set an assumption or methodology, the actuary who authored the report will be assumed to have taken responsibility for such assumption or methodology. 


3.7. Assumptions and Methodology Set by Actuarytc \l2 "3.7
Assumptions and Methodology Set by Actuary  – Where the actuary sets the assumptions and methodology, or the principal or another party sets an assumption or methodology that the actuary is willing to support:


3.7.1. Selection of Assumptions and Methodology - The actuary should select the assumptions and methodology that are appropriate for the work. The actuary should consider the needs of the intended users and the purpose of the actuarial services. In selecting assumptions and methodology, the actuary should consider the circumstances of the entity and the assignment, as well as relevant industry and professional practices. The actuary should consider to what extent it is appropriate to adjust assumptions or methodology to compensate for known deficiencies in the available data.


3.7.2. Appropriateness of Assumptions - The actuary should consider the appropriateness of the assumptions underlying each component of the methodology used. Assumptions generally involve significant professional judgment as to the appropriateness of the methodology used and the parameters underlying the application of such methodology. Assumptions may (if permitted in the circumstances) be implicit or explicit and may involve interpreting past data or projecting future trends. The actuary should consider to what extent it is appropriate to use assumptions that have a known significant bias to underestimation or overestimation of the result. 



3.7.3. Margins for Adverse Deviations - In cases where unbiased calculations are not required, the actuary should consider to what extent it is appropriate to adjust the assumptions or methodology with margins for adverse deviations in order to allow for uncertainty in the underlying data, assumptions, or methodology. The actuary should disclose any incorporation of margins for adverse deviations in assumptions or methodology.


3.7.4. Discontinuities - The actuary should consider the effect of any discontinuities in experience on assumptions or methodology. Discontinuities could result from:



a. Internal circumstances regarding the entity such as changes in an insurer’s claims processing or changes in the mix of business; or


b. External circumstances impacting the entity such as changes in the legal, economic, legislative, regulatory, supervisory, demographic, technological, and social environments.


3.7.5. Individual Assumptions and Aggregate Assumptions - The actuary should assess whether an assumption set is reasonable in the aggregate. While assumptions might be justifiable individually, it is possible that prudence or optimism in multiple assumptions will result in an aggregate assumption set that is no longer valid. If not valid, the actuary should make appropriate adjustments to achieve a reasonable assumption set and final result.


3.7.6. Internal Consistency of Assumptions - The actuary should determine if the assumptions used for different components of the work are materially consistent, and that any significant interdependencies are modelled appropriately. The actuary should disclose any material inconsistency in the report.


3.7.7. Alternative Assumptions and Sensitivity Testing - The actuary should consider and address the sensitivity of the methodology to the effect of variations in key assumptions, when appropriate. In determining whether sensitivity has been appropriately addressed, the actuary should take into account the purpose of the actuarial services and whether the results of the sensitivity tests reflect a reasonable range of variation in the key assumptions, consistent with that purpose.



3.8. Assumptions and Methodology Prescribedtc \l2 "3.8
Assumptions and Methodology Prescribed  – Where the assumptions or methodology are prescribed by the principal or another party:


3.8.1. If the actuary is willing to support the prescribed assumption or methodology (following paragraph 3.7 as applicable), the actuary may disclose the party who prescribed the assumption or methodology and the actuary’s support.


3.8.2. If the actuary is unwilling to support the prescribed assumption or methodology because:



a. It significantly conflicts with what would be appropriate for the purpose of the actuarial services, the actuary should disclose in the report that fact, the party who prescribed the assumption or methodology, and the reason why this party, rather than the actuary, set the assumption or methodology; or


b. The actuary has been unable to judge the appropriateness of the prescribed assumption or methodology without performing a substantial amount of additional work beyond the scope of the assignment, or the actuary was not qualified to judge the appropriateness of the assumption, the actuary should disclose in the report that fact, the party who prescribed the assumption or methodology, and the reason why this party, rather than the actuary, set the assumption or methodology.


3.8.3. When the principal requests an additional calculation using an assumption set which the actuary does not judge to be reasonable for the purpose of the actuarial services, the actuary may provide the principal with the results based on such assumptions. If those results are communicated to any party other than the principal, the actuary should disclose the source of those assumptions and the actuary’s opinion of their appropriateness.


3.9. Assumptions and Methodology Mandated by Lawtc \l2 "3.9
Assumptions and Methodology Mandated by Law  – When an assumption or methodology is mandated by law, the actuary should disclose in the report that the assumption or methodology was mandated by law and that the report should not be used for other purposes where the assumptions and methodology used are not appropriate (unless appropriately adjusted).


3.10. Process Managementtc \l2 "3.10
Process Management


3.10.1. Process Controls - The actuary should consider to what extent, if any, the procedures used to carry out the work should be controlled, and if so, how.


3.10.2. Reasonableness Checks - The actuary should review the results produced by the selected assumptions and methodology for overall reasonableness.



3.11. Peer Reviewtc \l2 "3.11
Peer Review  – The actuary should consider to what extent, if at all, it is appropriate for the report to be independently reviewed, in totality or by component, before the final report is delivered to the principal or distributed to the intended users. The purpose of peer review is to ensure the quality of the report, with the process tailored to the complexity of the work and the specific environment in which the actuary works. If a peer review is deemed to be appropriate:


3.11.1. The actuary should select a reviewer who is independent of involvement with the specific component(s) reviewed and is knowledgeable and experienced in the practice area of the actuarial services.


3.11.2. If the reviewer is an actuary, the reviewer should comply with the guidance of this ISAP, as applicable, in performing the review.


3.12. Treatment of Subsequent Events tc \l2 "3.12
Treatment of Subsequent Events– The actuary should consider any subsequent event that has the potential of materially changing the results of the actuarial services if the event had been reflected in the work and disclose such an event in the actuary’s communication.


3.13. Retention of Documentationtc \l2 "3.13
Retention of Documentation 


3.13.1. The actuary should retain, for a reasonable period of time, sufficient documentation for purposes such as:



a. Peer review, regulatory review, and audit;



b. Compliance with law; and


c. Assumption of any recurring assignment by another actuary.



3.13.2. Documentation is sufficient when it contains enough detail for another actuary qualified in the same practice area to understand the work and assess the judgments made.


3.13.3. Nothing in this ISAP is intended to give any person access to material beyond the access that they are already authorized to have.


Section 4. Communication tc \l1 "Section 4. Communication 


4.1. General Principles tc \l2 "4.1
General principles  – Any communication should be appropriate to the particular circumstances and take the skills, understanding, levels of relevant technical expertise, and needs of the intended user into consideration to allow the intended user to understand the implications of the actuary’s communication.


4.1.1. Form and Content - The actuary should determine the form, structure, style, level of detail, and content of each communication to be appropriate to the particular circumstances, taking into account the intended users. 



4.1.2. Clarity - The actuary should word each communication to be clear and use language appropriate to the particular circumstances, taking into account the intended users.



4.1.3. Timing of Communication - The actuary should issue each communication within a reasonable time period. The timing of the communication should reflect any arrangements that have been made with the principal. The actuary should consider the needs of the intended users in setting the timing. 



4.1.4. Identification of the Actuary - A communication shall clearly identify the issuing actuary. When two or more individuals jointly issue a communication, at least some of which is actuarial in nature, the communication shall identify all responsible actuaries, unless the actuaries judge it inappropriate to do so. The name of an organization with which each actuary is affiliated also may be included in the communication, but the actuary’s responsibilities are not affected by such identification. Unless the actuary judges it inappropriate, any communication shall also indicate to what extent and how supplementary information and explanation can be obtained from the actuary or another party. 



4.2. Report TC  "4.2
Report" \l 2  – The actuary should complete a report unless any intended users will otherwise be adequately informed about the results of actuarial services (including access to the supporting information which is necessary to understand these results). The actuary should present all information with sufficient detail that another actuary qualified in the same practice area could make an objective appraisal of the reasonableness of the actuary’s work. 


4.2.1. Content - In the report, the actuary should include, if applicable:


a. The scope and intended use of the report;


b. The results of actuarial services, including the potential variability of these results;


c. The methodology, assumptions, and data used; 


d. Any restrictions on distribution;


e. The date of the report; and


f. Information on the authorship of the report. 


4.2.2. Disclosures - In the report, the actuary issuing the report should disclose, if applicable:


a. Any material deviation from the guidance in this ISAP (1.3);


b. Any reliance on information prepared by another party for which the actuary disclaims responsibility (3.3.3);


c. Any data modification, validation and deficiencies (3.5);


d. The actuary’s assessment of the uncertainty inherent in the information used by the actuary (3.5.4.c); 


e. Any material inconsistency in the assumptions used (3.7.7);


f. Where the report contains the results of an additional calculation using an assumption set requested by the principal which the actuary does not judge to be reasonable for the purpose of the assignment (3.7.9);


g. Assumptions and methodology that have been prescribed by another party (3.8);


h. Assumptions and methodology that are mandated by law (3.9); and


i. Any material subsequent event (3.12).


4.2.3. Authorship - The actuary issuing the report should include in the report:



a. The actuary’s name; 


b. If applicable, the name of the organization on whose behalf the actuary is issuing the report, and the actuary’s position held;


c. The capacity in which the actuary serves;


d. The actuary’s qualifications;


e. The code of professional conduct and actuarial standards under which the work was performed, if there is any possible ambiguity; and


f. If applicable, attestations and reliances.


4.2.4. Form - A report may comprise one or several document(s) that may exist in several different formats. Where a report comprises multiple documents, the actuary should communicate to all intended users which documents comprise the report. The actuary should ensure that report components (especially those in electronic media) are such that they can be reliably reproduced for a reasonable period of time.  


4.2.5. Constraints - The content of a report may be constrained by circumstances such as legal, legislative, regulatory, or supervisory proceedings. Constraints could also include other standards such as financial reporting standards or an entity’s accounting policy. The actuary should follow the guidance of this ISAP to the extent reasonably possible within such constraints. 



� Phrase to be selected and date to be inserted by standard-setter adopting or endorsing this ISAP.



�Adopting standard-setter to choose one of these two phrases as appropriate, insert the name of the qualification standard if applicable, and delete material between the {}. 







�Conceptually approved; formal email vote underway



�The old 1.5.2 deleted text had the unfortunate implication that work other than that listed could be sloppy.
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Preface tc \l1 "Preface


[Drafting Notes – When an actuarial standard-setting organization adopts this standard it should:



1. Replace “ISAP” throughout the document with the local standard name;


2. Choose the appropriate phrase and date in paragraph 1.8;


3. Choose the appropriate phrase in sub-paragraph 3.1.2.a;


4. Review for, and resolve, any conflicts with the local law and code of professional conduct; and


5. Delete this preface (including these drafting notes).]



This International Standard of Actuarial Practice (ISAP) is a model for actuarial standard-setting bodies to consider. The International Actuarial Association (IAA) encourages relevant actuarial standard-setting bodies to consider taking one of the following courses of action, if it has been determined that this ISAP is relevant for actuaries in their jurisdiction:



· Adopting this ISAP as a standard with appropriate modification, where items covered in this ISAP are not currently contained in existing actuarial standards, or where such portions of existing actuarial standards are to be withdrawn;


· Endorsing this ISAP as a standard as an alternative to existing standards; 



· Modifying existing standards to obtain substantial consistency with this ISAP; or



· Confirming that existing standards are already substantially consistent with this ISAP. 


Such an adopted standard (rather than this ISAP) applies to those actuaries who are subject to such body’s standards, except as otherwise directed by such body (for example, with respect to cross-border work).



When this ISAP is translated, the adopting body should select three verbs that embody the concepts of “must”, “should”, and “may”, as described in Language, even if such verbs are not the literal translation of “must”, “should”, and “may”.


This ISAP is not binding upon an actuary unless the actuary states that some or all of the work has been performed in compliance with this ISAP.



This ISAP was adopted by the IAA Council in [month year].


Section 1. Generaltc \l1 " Section 1. General 


1.1. Purposetc \l2 "1.1
Purpose  – This ISAP provides guidance to actuaries when performing actuarial services to give intended users confidence that 


· Actuarial services are carried out professionally and with due care;


· The results are relevant to their needs, are presented clearly and understandably, and are complete; and


· The assumptions and methodology (including, but not limited to, models and modelling techniques) used are disclosed appropriately.


1.2. Scopetc \l2 "1.2
Scope 


1.2.1. This ISAP is a general standard. It applies to all actuarial services performed by an actuary unless an element of guidance is explicitly superseded by another standard such as a practice-specific standard or by law.


1.2.2. Usually, the intent of a practice-specific standard is to narrow the range of practice considered acceptable under the general standards. In exceptional cases, however, the intent of a practice-specific standard is to define as acceptable a practice which would not be acceptable under the general standards, in which case that intent is specifically noted by words in a practice-specific standard like: “Notwithstanding the general standards, the actuary should . . .”, followed by a description of the exception.



1.3. Compliancetc \l2 "1.3
Compliance  – There are situations where an actuary may deviate from the guidance of this ISAP but still comply with the ISAP:


1.3.1. Law may impose obligations upon an actuary. Compliance with requirements of law that conflict with this ISAP is not a deviation from the ISAP.



1.3.2. The actuarial code of professional conduct applicable to the work may conflict with this ISAP. Compliance with requirements of the code that conflict with this ISAP is not a deviation from the ISAP.



1.3.3. The actuary may depart from the guidance in this ISAP while still complying with the ISAP if the actuary provides, in any report, an appropriate statement with respect to the nature, rationale, and effect of any such departure.


1.4. Applicabilitytc \l2 "1.4
Applicability  – This ISAP applies to actuaries when performing actuarial services. An actuary who is performing these actuarial services may be acting in one of several capacities such as an employee, management, director, external adviser, auditor, or supervisory authority of the entity.


1.4.1. The application of this ISAP is clear when a single consulting actuary is performing actuarial services for a client who is not affiliated with the actuary. 


1.4.2. There are at least two general cases which do not meet the criterion stated in 1.4.1:


a. A team of actuaries is performing actuarial services; or  



b. An actuary is performing actuarial services for an affiliated party (such as the actuary’s employer or affiliated entities within a group under common control).  



1.4.3. When a team is performing actuarial services, most paragraphs of this ISAP apply to every actuary on the team. However, requirements in some paragraphs need not be met by every actuary on the team personally (e.g., 3.1.1). In the case of such paragraphs, each actuary on the team should identify, if relevant to that actuary’s work, which member of the team is responsible for complying with such requirements and be satisfied that the other team member accepts that responsibility.


1.4.4. If an actuary is performing actuarial services for an affiliated party the actuary should interpret this ISAP in the context of practices that apply normally within or in relation to the affiliated party, except that, if there are substantive inconsistencies between these practices and this ISAP, the actuary should endeavour to observe the spirit and intent of this ISAP as fully as possible.


a. The actuary should consider the expectations of the principal. These expectations might suggest that it may be appropriate to omit some of the otherwise required content in the report. However, limiting the content of a report may not be appropriate if that report or the findings in that report may receive broad distribution.



b. If the actuary believes circumstances are such that including certain content in the report is not necessary or appropriate, the actuary should be prepared (if challenged by a professional actuarial body with jurisdiction over the actuarial services) to describe these circumstances and provide the rationale for limiting the content of the report. 


1.5. Reasonable Judgmenttc \l2 "1.5
Reasonable Judgment  – The actuary should exercise reasonable judgment in applying this ISAP.


1.5.1. A judgment is reasonable if it takes into account:


a. The spirit and intent of the ISAPs; 


b. The type of assignment; and 


c. Appropriate constraints on time and resources.  


1.5.2. Nothing in this standard should be interpreted as requiring work to be performed that is not proportionate to the scope of the decision or the assignment to which it relates and the benefit that intended users would be expected to obtain from the work.


1.5.3. Any judgment required by the ISAP (including implicit judgment) is intended to be the actuary’s professional judgment unless otherwise stated.


1.6. Languagetc \l2 "1.6
Language 


1.6.1. Some of the language used in all ISAPs is intended to be interpreted in a very specific way in the context of a decision of the actuary. In particular, the following verbs are to be understood to convey the actions or reactions indicated:


a. “Must” means that the indicated action is mandatory and failure to follow the indicated action will constitute a departure from this ISAP.


b. “Should” (or “shall”) means that, under normal circumstances, the actuary is expected to follow the indicated action, unless to do so would produce a result that would be inappropriate or would potentially mislead the intended users of the actuarial services. If the indicated action is not followed, the actuary should disclose that fact and provide the reason for not following the indicated action.  


c. “May” means that the indicated action is not required, nor even necessarily expected, but in certain circumstances is an appropriate activity, possibly among other alternatives. Note that “might” is not used as a synonym for may, but rather with its normal meaning.


1.6.2. This document uses various expressions whose precise meaning is defined in section 2. These expressions are highlighted in the text with a dashed underscore and in blue, which is also a hyperlink to the definition (e.g., actuary).


1.7. Cross-Referencestc \l2 "1.7
Cross-References  – When this ISAP refers to the content of another document, the reference relates to the referenced document as it is effective on the adoption date as shown on the cover page of this ISAP. The referenced document may be amended, restated, revoked, or replaced after the adoption date. In such a case, the actuary should consider the extent the modification is applicable and appropriate to the guidance in this ISAP.


1.8. Effective Datetc \l2 "1.8
Effective Date  – This ISAP is effective for {actuarial services performed/actuarial services commenced/actuarial services performed relevant to an event}
 on or after [Date]. 


Section 2. Definitionstc \l1 " Section 2. Definitions 


The terms below are defined for use in this ISAP.


2.1. Accepted Actuarial Practice – A practice or practices that are generally recognized within the actuarial profession as appropriate to use in performing actuarial services within the scope of an ISAP or the applicable professional standards of practice.


2.2. Actuarial Services – Services, based upon actuarial considerations, provided to intended users that may include the rendering of advice, recommendations, findings, or opinions.


2.3. Actuary – An individual member of one of the member associations of the IAA. 


2.4. Adoption Date – The date on which this ISAP was adopted as a final document by the IAA Council.


2.5. Communication – Any statement (including oral statements) issued or made by an actuary with respect to actuarial services.


2.6. Entity – The subject, in whole or in part, of the actuarial services, including an enterprise, an insurer, a pensions or benefits plan, a social security scheme, an individual, a government department or agency, a group, etc.


2.7. IAA – The International Actuarial Association.


2.8. Intended User – Any legal or natural person (usually including the principal) whom the actuary intends at the time the actuary performs the actuarial services to use the report.


2.9. Law – Applicable acts, statutes, regulations, or any other binding authority (such as accounting standards and any regulatory guidance that is effectively binding).


2.10. Principal – The party who engages the provider of actuarial services. The principal will usually be the client or the employer of the actuary.


2.11. Professional Judgment – The judgment of the actuary based on actuarial training and experience.


2.12. Report – The actuary’s communication(s) presenting some or all results of actuarial services to an intended user in any recorded form, including but not limited to paper, word processing or spreadsheet files, e-mail, website, slide presentations, or audio or video recordings.  


2.13. Subsequent Event – An event of which the actuary becomes aware after the valuation date (or date to which the actuarial services refer) but before the actuary’s communication on the results of these actuarial services is delivered.


2.14. Work – All actuarial activities performed by an actuary related to actuarial services. It usually includes acquisition of knowledge of the circumstances of the assignment, obtaining sufficient and reliable data, selection of assumptions and methodology, calculations and examination of the reasonableness of their result, use of other persons’ work, formulation of opinion and advice, documentation, reporting, and all other communication.


Section 3. Appropriate Practicestc \l1 "Section 3. Appropriate Practices 


3.1. Acceptance of Assignmenttc \l2 "3.1
Acceptance of Assignment 


3.1.1. When providing actuarial services, the actuary should confirm with the principal the nature and scope of actuarial services to be provided, including:


a. The role of the principal;


b. Any limitations or constraints on the actuary;



c. Any requirements that the actuary is required to satisfy;



d. Identification of the schedule and expected cost or resources needed (especially if they are substantial); and


e. The information needed to be communicated to and by the actuary, especially if it is sensitive or confidential.


3.1.2. In accepting an assignment for actuarial services, the actuary shall:


a. {If adopting standard-setter has a standard on qualifications} Be qualified under [name of standard] to perform the services, or become qualified before the services are delivered;



{If adopting standard-setter does not have a standard on qualifications} Be competent and appropriately experienced to perform the services
;



b. Be satisfied that the assignment can be performed under the applicable code of professional conduct; and



c. Have reasonable assurance of time, resources, access to relevant employees and other relevant parties, access to documentation and information, and the right of the actuary to communicate information, as may be necessary for the work.


3.2. Knowledge of Relevant Circumstancestc \l2 "3.2
Knowledge of Relevant Circumstances  – The actuary should have or obtain sufficient knowledge and understanding of the data and information available, including the relevant history, processes, nature of the business operations, law, and business environment of the entity, to be appropriately prepared to perform the actuarial services required by the assignment.


3.3. Reliance on Otherstc \l2 "3.3
Reliance on Others  – The actuary may use information prepared by another party such as data, relevant contracts, insurance contract or pension plan provisions, opinions of other professionals, projections, and supporting analyses (but excluding assumptions or methodology). The actuary may select the party and information on which to rely, or may be given the information by the principal. The actuary may take responsibility for such information, or the actuary may state that reliance has been placed upon the source of this information and disclaim responsibility.


3.3.1. If the actuary selects the party on whom to rely, the actuary should consider the following: 



a. The other party’s qualifications;



b. The other party’s competence, integrity, and objectivity;



c. The other party’s awareness of how the information is expected to be used;



d. Discussions and correspondence between the actuary and the other party regarding any facts known to the actuary that are likely to have a material effect upon the information used; and



e. The need to review the other party’s supporting documentation.


3.3.2. If the actuary uses information prepared by another party without disclaiming responsibility for that information, the actuary:



a. Should determine that the use of that information conforms to accepted actuarial practice in the jurisdiction(s) of the actuary’s services; 


b. Should establish appropriate procedures for the management and review of the information that the actuary intends to use; and



c. Does not need to disclose the source of the information.


3.3.3. If the actuary states reliance on the information prepared by another party and disclaims responsibility for it, the actuary should:



a. Disclose that fact (including identifying the other party) in any report or other appropriate communication;



b. Disclose the nature and extent of such reliance; 


c. Examine the information for evident shortcomings;



d. When practicable, review the information for reasonableness and consistency; and


e. Report the steps, if any, that the actuary took to determine whether it was appropriate to rely on the information.



3.3.4. If the information was prepared by the other party under a different jurisdiction, the actuary should consider any differences in the law or accepted actuarial practice between the two jurisdictions and how that might affect the actuary’s use of the information.


3.4. Materiality tc \l2 "3.4
Materiality – In case of omissions, understatements, or overstatements, the actuary should assess whether or not the effect is material. The threshold of materiality under which the work is being conducted should be determined by the actuary unless it is imposed by another party such as an auditor or the principal. When determining the threshold of materiality, the actuary should: 


3.4.1. Assess materiality from the point of view of the intended user(s), recognizing the purpose of the actuarial services; thus, an omission, understatement, or overstatement is material if the actuary expects it to affect significantly either the intended user’s decision-making or the intended user’s reasonable expectations; 


3.4.2. Consider the actuarial services and the entity that is the subject of those actuarial services; and


3.4.3. Consult with the principal if necessary.


3.5. Data Qualitytc \l2 "3.5
Data Quality 


3.5.1. Sufficient and Reliable Data - The actuary should consider whether sufficient and reliable data are available to perform the actuarial services. Data are sufficient if they include the appropriate information for the work. Data are reliable if that information is materially accurate.



3.5.2. Validation - The actuary should take reasonable steps to review the consistency, completeness, and accuracy of the data used. These might include:



a. Undertaking reconciliations against audited financial statements, trial balances, or other relevant records, if these are available;



b. Testing the data for reasonableness against external or independent data;



c. Testing the data for internal consistency; and


d. Comparing the data to that for a prior period or periods.


The actuary should describe this review in the report.


3.5.3. Sources of Data for Entity-Specific Assumptions - To the extent possible and appropriate when setting entity-specific assumptions, the actuary should consider using data specific to the entity for which the assumptions are being made. Where such data are not available, relevant, or credible, the actuary should consider industry data, data from other comparable sources, population data, or other published data, adjusted as appropriate. The data used, and the adjustments made, should be described in the report.


3.5.4. Data Deficiencies - The actuary should consider the possible effect of any data deficiencies (such as inadequacy, inconsistency, incompleteness, inaccuracy, and unreasonableness) on the results of the work. If such deficiencies in the data are not likely to materially affect the results, then the deficiencies need not be considered further. If the actuary cannot find a satisfactory way to resolve the deficiencies, then the actuary should consider whether to:



a. Decline to undertake or continue to perform the actuarial services;



b. Work with the principal to modify the actuarial services or obtain appropriate additional data; or


c. Subject to compliance with the actuary’s code of professional conduct, perform the actuarial services as well as possible and disclose the data deficiencies in the report (including an indication of the potential impact of those data deficiencies).



3.6. Assumptions and Methodologytc \l2 "3.6
Assumptions and Methodology  


3.6.1. The assumptions and methodology may be 


a. Set by the actuary (3.7);


b. Prescribed by the principal or another party (3.8); or 


c. Mandated by law (3.9).


3.6.2. Where the report is silent about who set an assumption or methodology, the actuary who authored the report will be assumed to have taken responsibility for such assumption or methodology. 


3.7. Assumptions and Methodology Set by Actuarytc \l2 "3.7
Assumptions and Methodology Set by Actuary  – Where the actuary sets the assumptions and methodology, or the principal or another party sets an assumption or methodology that the actuary is willing to support:


3.7.1. Selection of Assumptions and Methodology - The actuary should select the assumptions and methodology that are appropriate for the work. The actuary should consider the needs of the intended users and the purpose of the actuarial services. In selecting assumptions and methodology, the actuary should consider the circumstances of the entity and the assignment, as well as relevant industry and professional practices. The actuary should consider to what extent it is appropriate to adjust assumptions or methodology to compensate for known deficiencies in the available data.


3.7.2. Appropriateness of Assumptions - The actuary should consider the appropriateness of the assumptions underlying each component of the methodology used. Assumptions generally involve significant professional judgment as to the appropriateness of the methodology used and the parameters underlying the application of such methodology. Assumptions may (if permitted in the circumstances) be implicit or explicit and may involve interpreting past data or projecting future trends. The actuary should consider to what extent it is appropriate to use assumptions that have a known significant bias to underestimation or overestimation of the result. 



3.7.3. Margins for Adverse Deviations - In cases where unbiased calculations are not required, the actuary should consider to what extent it is appropriate to adjust the assumptions or methodology with margins for adverse deviations in order to allow for uncertainty in the underlying data, assumptions, or methodology. The actuary should disclose any incorporation of margins for adverse deviations in assumptions or methodology.


3.7.4. Discontinuities - The actuary should consider the effect of any discontinuities in experience on assumptions or methodology. Discontinuities could result from:



a. Internal circumstances regarding the entity such as changes in an insurer’s claims processing or changes in the mix of business; or


b. External circumstances impacting the entity such as changes in the legal, economic, legislative, regulatory, supervisory, demographic, technological, and social environments.


3.7.5. Individual Assumptions and Aggregate Assumptions - The actuary should assess whether an assumption set is reasonable in the aggregate. While assumptions might be justifiable individually, it is possible that prudence or optimism in multiple assumptions will result in an aggregate assumption set that is no longer valid. If not valid, the actuary should make appropriate adjustments to achieve a reasonable assumption set and final result.


3.7.6. Internal Consistency of Assumptions - The actuary should determine if the assumptions used for different components of the work are materially consistent, and that any significant interdependencies are modelled appropriately. The actuary should disclose any material inconsistency in the report.


3.7.7. Alternative Assumptions and Sensitivity Testing - The actuary should consider and address the sensitivity of the methodology to the effect of variations in key assumptions, when appropriate. In determining whether sensitivity has been appropriately addressed, the actuary should take into account the purpose of the actuarial services and whether the results of the sensitivity tests reflect a reasonable range of variation in the key assumptions, consistent with that purpose.



3.8. Assumptions and Methodology Prescribedtc \l2 "3.8
Assumptions and Methodology Prescribed  – Where the assumptions or methodology are prescribed by the principal or another party:


3.8.1. If the actuary is willing to support the prescribed assumption or methodology (following paragraph 3.7 as applicable), the actuary may disclose the party who prescribed the assumption or methodology and the actuary’s support.


3.8.2. If the actuary is unwilling to support the prescribed assumption or methodology because:



a. It significantly conflicts with what would be appropriate for the purpose of the actuarial services, the actuary should disclose in the report that fact, the party who prescribed the assumption or methodology, and the reason why this party, rather than the actuary, set the assumption or methodology; or


b. The actuary has been unable to judge the appropriateness of the prescribed assumption or methodology without performing a substantial amount of additional work beyond the scope of the assignment, or the actuary was not qualified to judge the appropriateness of the assumption, the actuary should disclose in the report that fact, the party who prescribed the assumption or methodology, and the reason why this party, rather than the actuary, set the assumption or methodology.


3.8.3. When the principal requests an additional calculation using an assumption set which the actuary does not judge to be reasonable for the purpose of the actuarial services, the actuary may provide the principal with the results based on such assumptions. If those results are communicated to any party other than the principal, the actuary should disclose the source of those assumptions and the actuary’s opinion of their appropriateness.


3.9. Assumptions and Methodology Mandated by Lawtc \l2 "3.9
Assumptions and Methodology Mandated by Law  – When an assumption or methodology is mandated by law, the actuary should disclose in the report that the assumption or methodology was mandated by law and that the report should not be used for other purposes where the assumptions and methodology used are not appropriate (unless appropriately adjusted).


3.10. Process Managementtc \l2 "3.10
Process Management


3.10.1. Process Controls - The actuary should consider to what extent, if any, the procedures used to carry out the work should be controlled, and if so, how.


3.10.2. Reasonableness Checks - The actuary should review the results produced by the selected assumptions and methodology for overall reasonableness.



3.11. Peer Reviewtc \l2 "3.11
Peer Review  – The actuary should consider to what extent, if at all, it is appropriate for the report to be independently reviewed, in totality or by component, before the final report is delivered to the principal or distributed to the intended users. The purpose of peer review is to ensure the quality of the report, with the process tailored to the complexity of the work and the specific environment in which the actuary works. If a peer review is deemed to be appropriate:


3.11.1. The actuary should select a reviewer who is independent of involvement with the specific component(s) reviewed and is knowledgeable and experienced in the practice area of the actuarial services.


3.11.2. If the reviewer is an actuary, the reviewer should comply with the guidance of this ISAP, as applicable, in performing the review.


3.12. Treatment of Subsequent Events tc \l2 "3.12
Treatment of Subsequent Events– The actuary should consider any subsequent event that has the potential of materially changing the results of the actuarial services if the event had been reflected in the work and disclose such an event in the actuary’s communication.


3.13. Retention of Documentationtc \l2 "3.13
Retention of Documentation 


3.13.1. The actuary should retain, for a reasonable period of time, sufficient documentation for purposes such as:



a. Peer review, regulatory review, and audit;



b. Compliance with law; and


c. Assumption of any recurring assignment by another actuary.



3.13.2. Documentation is sufficient when it contains enough detail for another actuary qualified in the same practice area to understand the work and assess the judgments made.


3.13.3. Nothing in this ISAP is intended to give any person access to material beyond the access that they are already authorized to have.


Section 4. Communication tc \l1 "Section 4. Communication 


4.1. General Principles tc \l2 "4.1
General principles  – Any communication should be appropriate to the particular circumstances and take the skills, understanding, levels of relevant technical expertise, and needs of the intended user into consideration to allow the intended user to understand the implications of the actuary’s communication.


4.1.1. Form and Content - The actuary should determine the form, structure, style, level of detail, and content of each communication to be appropriate to the particular circumstances, taking into account the intended users. 



4.1.2. Clarity - The actuary should word each communication to be clear and use language appropriate to the particular circumstances, taking into account the intended users.



4.1.3. Timing of Communication - The actuary should issue each communication within a reasonable time period. The timing of the communication should reflect any arrangements that have been made with the principal. The actuary should consider the needs of the intended users in setting the timing. 



4.1.4. Identification of the Actuary - A communication shall clearly identify the issuing actuary. When two or more individuals jointly issue a communication, at least some of which is actuarial in nature, the communication shall identify all responsible actuaries, unless the actuaries judge it inappropriate to do so. The name of an organization with which each actuary is affiliated also may be included in the communication, but the actuary’s responsibilities are not affected by such identification. Unless the actuary judges it inappropriate, any communication shall also indicate to what extent and how supplementary information and explanation can be obtained from the actuary or another party. 



4.2. Report TC  "4.2
Report" \l 2  – The actuary should complete a report unless any intended users will otherwise be adequately informed about the results of actuarial services (including access to the supporting information which is necessary to understand these results). The actuary should present all information with sufficient detail that another actuary qualified in the same practice area could make an objective appraisal of the reasonableness of the actuary’s work. 


4.2.1. Content - In the report, the actuary should include, if applicable:


a. The scope and intended use of the report;


b. The results of actuarial services, including the potential variability of these results;


c. The methodology, assumptions, and data used; 


d. Any restrictions on distribution;


e. The date of the report; and


f. Information on the authorship of the report. 


4.2.2. Disclosures - In the report, the actuary issuing the report should disclose, if applicable:


a. Any material deviation from the guidance in this ISAP (1.3);


b. Any reliance on information prepared by another party for which the actuary disclaims responsibility (3.3.3);


c. Any data modification, validation and deficiencies (3.5);


d. The actuary’s assessment of the uncertainty inherent in the information used by the actuary (3.5.4.c); 


e. Any material inconsistency in the assumptions used (3.7.7);


f. Where the report contains the results of an additional calculation using an assumption set requested by the principal which the actuary does not judge to be reasonable for the purpose of the assignment (3.7.9);


g. Assumptions and methodology that have been prescribed by another party (3.8);


h. Assumptions and methodology that are mandated by law (3.9); and


i. Any material subsequent event (3.12).


4.2.3. Authorship - The actuary issuing the report should include in the report:



a. The actuary’s name; 


b. If applicable, the name of the organization on whose behalf the actuary is issuing the report, and the actuary’s position held;


c. The capacity in which the actuary serves;


d. The actuary’s qualifications;


e. The code of professional conduct and actuarial standards under which the work was performed, if there is any possible ambiguity; and


f. If applicable, attestations and reliances.


4.2.4. Form - A report may comprise one or several document(s) that may exist in several different formats. Where a report comprises multiple documents, the actuary should communicate to all intended users which documents comprise the report. The actuary should ensure that report components (especially those in electronic media) are such that they can be reliably reproduced for a reasonable period of time.  


4.2.5. Constraints - The content of a report may be constrained by circumstances such as legal, legislative, regulatory, or supervisory proceedings. Constraints could also include other standards such as financial reporting standards or an entity’s accounting policy. The actuary should follow the guidance of this ISAP to the extent reasonably possible within such constraints. 



� Phrase to be selected and date to be inserted by standard-setter adopting or endorsing this ISAP.



�Adopting standard-setter to choose one of these two phrases as appropriate, insert the name of the qualification standard if applicable, and delete material between the {}. 
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Comments on ISAP 1 round 2







			Date


			From


			On behalf of


			Points


			Disposition


			Discussion





			30 Aug


			Félix Arias Bergadá


			Col.legi d'Actuaris de Catalunya


			ISAP is fine


			N/A


			Gracias





			5 Sept


			Pierre Miehe


			Institut des Actuaires (France)


			Wants principle of proportionality explicitly stated


			Added as new 1.5.2


			





			


			


			


			Restrict scope of communications to formalized final communications 


			No change


			This promotes form over substance which is dangerous.  The US actually had a case where an actuary asserted that a report was not subject to the communication standard sice it was a memo, not a report.  Many appraisal reports for even very large transactions never become “final.”





			


			


			


			Restrict to written communications only, as not possible to control oral communications


			


			Objectives of the standards apply to communications whether written or oral.  We agree that control not possible in the same way with oral communications, but it does not follow that they should be exempt.





			10 Sept


			Sam Gutterman


			Personal


			Extensive mark up, some points of substance and many style and grammar comments


			Most of the substantive points a clear improvement over the previous version, and we. used eight of them.


			Andrew Melvin (ISAP editor) assisted us in this effort.


We did not use style changes.  We have adopted a style guide since many style points are matters of personal preference. 





			


			


			


			[Old] 1.5.2 sends the wrong message.  It implies other work can be done to a less exacting standard


			We deleted 1.5.2


			





			11 Sept


			Ralph Blanchard


			Personal


			Concern with 3.9


			Revised 3.9


			Old 3.9 was a categorical prohibition.  New 3.9 gives the actuary the job of determining suitability.





			15 Sept


			Yvonne Lynch


			Society of Actuaries Ireland


			Scope is too broad and should be restricted to financial reporting


			No change


			See Scope below 





			


			


			


			The definition of “actuary” might include trainee actuaries


			No change


			Each FMA defines who its members are.  Presumably all members of an FMA are bound by its code of conduct which must require compliance with standards of practice (IAA internal regulations 2.2.2.f.v).  Thus it would seem difficult to carve out trainee actuaries who are members of the FMA.





			


			


			


			The ISAP seems to have been written from the perspective of consulting actuaries and does not capture adequately the position of the employed actuary


			Inclusion of the proportionality principle in new 1.5.2


			The IASSC believe current 1.4.4 combined with the new 1.5.2 about proportionality appropriately addresses the matter for employed actuaries. These make clear that, as a principle (and without any descriptive and concrete rules), employed actuaries have to be sensitive to their corporate environment.  They will have to decide which of the requirements of the ISAP should not apply to internal assignments. 





			


			


			


			Paragraphs 1.4.4 and 1.5 are open to a wide range of interpretation


			Edited 1.4.4 to resolve.



Inclusion of the proportionality principle in new 1.5.2 also helps


			





			


			


			


			The actuary should only have to check an individual relied upon if the actuary chose that person.


			Edited 3.3 and 3.3.1 to resolve


			





			


			


			


			Not enough small/medium FMAs commented


			No action


			Of the 13  FMAs who responded  3 have 2 votes, 5 have 3 votes, 2 have 4 votes, 1 has 5 votes, and 2 have 8 votes.  It is unfortunate that we did not receive comments from any 1 vote members.  We wonder if they do not have the resources to respond.


The comment period was long, and we received a relatively large number of rate of comments. The PC found we substantially followed due process.


It is beyond the mandate of the IASSC to address the IAA policy of how it reaches out to small FMAs. The IASSC do not believe that if the scope had been restricted or some issues in the exposure draft had been handled differently then small FMAs would have exhibited a higher response rate.





			15 Sept


			John Instance


			FRC (UK)


			Definition of “work” may include non actuarial services


			No change


			The first sentence of the definition reads “All actuarial activities performed by an actuary related to actuarial services.”  This seems clear.





			


			


			


			ISAP should apply to actuarial work, not actuaries


			No change


			An FMA can only discipline its members.  It cannot require non members to comply with its standards.  A regulator could still require that  non actuaries doing actuarial work comply with ISAP 1.





			


			


			


			Scope should be limited to a defined list of activities (reserved work, IFRS, etc,)


			No change


			See Scope below





			


			


			


			The solvency II principle of proportionality should be incorporated verbatim


			Added as new 1.5.2


			





			


			


			


			What attempt was made to get user input?


			


			Comments were solicited from Institutional and observer members (IASB, IAIS, IOPS, ISSA, OECD and Asian Development Bank).  We are working on expanding this list.





			17 Sept


			Jean-Claude Menard


			Office of Chief Actuary (Canada)


			Supports ISAP as drafted


			N/A


			Merci





			17 Sept


			Nick Dumbreck


			I&FA (UK)


			The scope, although tightened from the first version, continues to tbe too wide.


			Adjusted 1.2.1


			See Scope below





			


			


			


			Principle of proportionality should be included


			Added as new 1.5.2


			





			


			


			


			The ISAP is too prescriptive in style


			No change


			This is really a matter of judgment.





			17 Sept


			Anne Peters


			Institute of Actuaries  of Australia


			Scope has been narrowed but is still too broad


			No change


			See Scope below





			


			


			


			Some guidance in the ISAP (e,g, 1.3.3, 1.5.1, 3.8.2, and 3.8.3) are too weak 


			No change


			We feel that the room provided for professional judgement is important.  Regarding 1.3.3, 3.8.2 and 3.8.3, at times (perhaps due to statutory requirements), actuaries do have to utilize assumptions considered unreasonable; the standard has to deal with such situations and these provisions do so.





			14 Sept 20 Sept 


			Al Beer (for Bob Meilander)


			Actuarial Standards Board (US)


			We would prefer that section 3.7.7 on the concept of sensitivity testing be removed.


			No change


			The ASB believed it had submitted its letter 14 Sept but the IAA did not receive it.  The ASB resent it 20 Sept 





			


			


			


			We would prefer that section 3.11 (peer review) be removed Even though the requirements have been reduced somewhat, we believe that the inclusion of peer review as written is still impractical and largely unworkable.


			No change


			








Scope


The IASSC has the mandate (from the discussions at the Vienna meeting) to develop an ISAP on general actuarial practice.  The scope of this ISAP should be all actuarial work done by actuaries but should not spill over into non actuarial work done by actuaries (such as management or marketing).  We believe that the proposed ISAP clearly articulates that scope.  However we made an edit to 1.2.1 to make this clearer.


We cannot meet that charge if we limit the scope of ISAP 1 to some, but not all actuarial work.  Furthermore we do not feel it is appropriate to so limit the scope.  This ISAP concerns assumption setting, data handling and communication.  These are activities of virtually all actuarial work (and a lot of non actuarial work but that is beyond our scope). If the scope were restricted to specified types of actuarial work we implicitly say there is one quality requirement for that specified work but a lesser quality requirement for other work.  This has been compared to a traffic law stating “you must stop for a red light, but only in Paris.”


If the scope was restricted then we would not have a general practice standard, as our mandate required, but a standard specific to some practice areas. We believe that the general nature requires the scope in the draft - all actuarial services performed by an actuary










is better than the previous version as a result of your efforts. We hope your association will see fit
to support it at the Council meeting in Nassau (assuming the EC approves it).


We welcome any suggestions for improving the comment document, which we need to finalize it
by the weekend.  Please direct any such suggestions again, by the weekend please, to
ISAP.comments@actuaries.org .


Thanks go to the General Task Force, chaired by Godfrey Perrott, and the full IASSC for some good
and quick work in responding to the comments received.
 
And once again thank you, the commenters, for your ongoing contribution to the development of
ISAP 1, and best regards.
 
Dave Pelletier
Chair, IASSC
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