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Introduction 1
[Introduction 1 should be deleted when a standard setting organization adopts this standard. |

This INTERNATIONAL STANDARD OF ACTUARIAL PRACTICE (ISAP) is a model
for member organizations and other standard setting bodies to consider adopting. 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.

The INTERNATIONAL ACTUARIAL ASSOCIATION (IAA) encourages member
organizations and other relevant standard setting bodies to consider adopting this ISAP as a
standard with or without modification, or to endorse this ISAP as a standard. Such an adopted
standard (rather than this ISAP) is binding on 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 the standard is translated, the adopting body should select three verbs that embody the
concepts of “must”, “should”, and “may”, even if such verbs are not the literal translation of
“must”, “should”, and “may”.

Introduction 2
Background

This International Standard of Actuarial Practice (ISAP) is a general standard. It applies to all
professional actuarial work performed by an actuary unless an element of guidance is
explicitly superseded by another standard such as a practice-specific standard.

Usually, the intent of the practice-specific standards is to narrow the range of practice
considered acceptable under the general standards.

In exceptional cases, however, the intent of practice-specific standards 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 recommendation like:
“Notwithstanding the general standards, the actuary should...”, followed by a description of
the exception.

Language

Some of the language used in this ISAP 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:

e  The verb “must” means that the indicated course of action is mandatory and failure
to follow the indicated action will constitute a departure from this ISAP.

L The verb “should” means that, under normal circumstances, the actuary is expected
to follow the indicated course of action, unless to do so would (in the actuary’s
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professional opinion) produce a result that would be inappropriate or would
potentially mislead the users of the resulting information. If the indicated action is
not followed, the actuary should disclose that fact and provide justification for it.
If a conflict exists between this standard and applicable law or regulation,
compliance with applicable law or regulation is not considered to be a deviation
from this ISAP.

e  The verb “may” means that the indicated course of action is not required, nor even
necessarily expected, but in some circumstances is an appropriate activity, possibly
among other alternatives.

This document uses various expressions whose precise meaning is defined in section 2. These
expressions are highlighted in the text in blue with a dashed underscore, which is also a

This ISAP was adopted by the IAA Council on [month year].
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1.2

1.3
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Section 1. Purpose, Scope, and Cross References

binding requirements of law or regulation that conflict with this standard shall not be
considered to be a deviation from the standard.

Cross References - When this standard refers to the provisions of other documents, the

extent it is applicable and appropriate to the guidance in this standard.

Effective Date - This standard is effective for {professional services
performed/professional services commenced/professional services performed relevant to
an event}1 on or after [Date]

! [Phrase to be selected and date to be inserted by standard setter adopting or endorsing this

ISAP.].
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Section 2. Definitions

The terms below are defined for use in this ISAP.

2.1.

2.2.

2.3.

24.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

2.11.

2.12.

2.13.

2.14.

2.15.

2.16.

Effective date - The date from which a standard setter who has adopted or endorsed this
ISAP determines it applies to those actuaries within its jurisdiction.
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and documentation.

2.18. Written statement - A document in any recorded form including but not limited to
paper, word processing or spreadsheet files, e-mail, web site, slide presentations, audio
or video recordings.
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Section 3. Appropriate Practices

Acceptance of Assignment

3.1.1. In accepting an engagement for professional services (whether a single

b.  be qualified to perform the services, or able to become qualified before
the services are delivered;

d. have reasonable assurance of time, resources, information, access to
relevant employees, access to documentation, and the right of the

3.1.2.  When providing professional services, the responsible actuary should confirm

a. any limitations or additional requirements that the actuary is required to
satisfy;

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

distribution.
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3.4.1. If the actuary states reliance on the information prepared by another party and

a.  disclose that fact in any report or other appropriate communication to the

b. disclose the extent of such reliance;
C. examine the information for evident shortcomings;

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

3.4.2. If the actuary uses information prepared by another party under any other

3.4.3. When deciding whether to use information prepared by another party, the

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;

known facts that are likely to have a material effect upon the information
used;



3.5.

3.6.

34.4.

3.6.1.

3.6.2.

3.6.3.

3.6.4.
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papers; and

f. satisfaction that the information used has been completed in accordance
with relevant requirements.

If the information prepared by another party involves multiple reporting

requirements of the jurisdiction in which the party who prepared the
information used is conducting its work.

should consider industry data or data from other similarly situated
organizations, modified as appropriate.

consistency, completeness, and accuracy of the data used. This might include:

a.  undertaking reconciliations against financial statements, trial balances
and/or other relevant records, if these are available;

b.  testing the data for reasonableness against external data;
C. testing the data for internal consistency; and

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




3.8.

3.7.1.

3.7.2.

3.7.3.

3.74.
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c.  perform the assignment as well as possible and disclose the data

underlying the application of such methodology. Assumptions may (if
permitted in the circumstances) be implicit or explicit and may involve

circumstances (including the legal, economic, legislative, regulatory,
supervisory, demographic, technological, and social environments) on which
the methodology and assumptions depend.

Assumption Setting

3.8.1.

3.8.2.

3.8.3.

mandated requirements, 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

and appropriately address the sensitivity of the methodology to the effect of
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variations in key assumptions, unless constrained by the assignment. In

should consider the intended purpose and use of the analysis and whether the
results reflect a reasonable range of variation in the key assumptions, consistent
with that intended purpose and use.

assumptions, subject to appropriate disclosure in the report of those results.

3.9. Process Management

3.9.1.

3.9.2.

3.9.3.

3.10.1.

3.10.2.

a.  if the assumption or methodology does not conflict significantly with

-10 -
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period of time so that another suitably qualified actuary could assume a resulting
assignment. The actuary should determine the meanings of “sufficient”, “reasonable”,

-11 -
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Section 4. Communications and Disclosures

Communication

4.1.1.

4.1.2.

4.1.3.

4.14.

4.2.1.

and use language appropriate to the particular circumstances, taking into
account the intended users.

a.  state the intended use of the report.

b.  state the results of professional services, and identify the methods,
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4.2.2.

4.2.3.

42.4.

4.25.
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Legal, legislative, regulatory, or supervisory constraints — The content of a

a.  executive summary

introduction or background

sections on data, methodology and assumptions
results and findings

analysis of results

subsequent events

@ o e o o

a.  statement of qualifications

b.  code of conduct and actuarial standards of practice under which this
assignment was performed, if there is any possible ambiguity

c.  any restriction on distribution to third parties
d.  attestations and reliances.

Shorter reports - The guidance in this ISAP applies to any full report produced,

statements covering the work. Such reports do not have to, and cannot, contain
all the details of the full report, but the full report should be available to any
intended user identified by the principal or the sponsor, or anyone who has to
take over the task of any further work or subsequent reports.

respect to the nature, rationale, and effect of such departures. If a conflict exists between
this standard and applicable law or regulation, compliance with applicable law or
regulation is not considered to be a deviation from this ISAP.
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