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Preface o]k

This International Standard of Actuarial Practice |[0] ZA|AIFAZ7|&L Al2)l7|& £HE 185 IAt
(ISA'P) is a model for actuarial standard setting sF o] &tusly] oI5t E%o]q.

bodies to consider.

The International  Actuarial  Association  (IAA) | A AIZALS] (TAA) = #HE A 7|E=AA 7] F7F ISAP
encourages relevant actuarial  standard-setting | &] W&o] TEFH B3| Ao AHgsk HY WA
bodies to maintain a standard or set of standards | ©] ISAPS} dZAZX o= AHRH 7|FS FAFI=S A%
that is substantially consistent with this ISAP to the | 3tt}. o] TS e tjekst wyiow gdald 4= gl
extent that the content of this ISAP is appropriate | t.

for actuaries in their jurisdiction. This can be

achieved in many ways, including:

@ Adopting this ISAP as a standard with only the | Z<kd o7 e

modifications in the Drafting Notes:

gk FANES 3le] o] ISAPS 7%

@ Customizing this ISAP by revising the text of the

ISAP to the extent deemed appropriate by the
standard—-setting body while ensuring that the
resulting standard or set of standards s

substantially consistent with this ISAP;

ASdLs
H%F /¥ Er Aol 2ol o [SAPS} AAHow
AR EAE FolstuA J1EAg7 wel Hdsrin
st WA ISAPS] ETE 45te] of ISAP

@ Endorsing this ISAP by declaring that this ISAP is
appropriate  for use in certain clearly defined
circumstances;

o] ISAPo] WastAl Foju 54 F3olA A&st7]el
HAsitpar Ao zmn o ISAP° 2] 2| &},

@ Modifying existing standards to obtain substantial

CHIEEIRES

71571
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consistency with this ISAP; or =& FAAY

@ Confirming that existing standards are already | 71 7|&7]50] o]n| o] ISAPS} A& oz AX st
substantially consistent with this ISAP. Skol st

A standard or set of standards that is promulgated | 7|7 FA| 4 7130 FEstE 7|F27|F7|=F 23
by a standard-setting body may be considered tobe | 2 4% & [SAP¥ Aoz AdyxE= Aoz 7t
substantially consistent with this ISAP if: T3 ¢ ot

@ There are no material gaps in the standard(s) in | ¥ ISAPd 74" &3 #FAse] 750 Foisk A
respect of the principles set out in this ISAP; and o] 7} it

@ The standard or set of standards does not| 7]&0°] o] ISAPo| E<H A gt

contradict this ISAP.

Local jurisdictions may adopt variants of Insurance
Capital Standards, and in that case a local actuarial
standard—setter may need to adjust ISAP 7
accordingly.

HETe] wet BYPAEr]Ee] W
T A= 7EA A 7

7
& 24T At YL F 9

= T M

ool uhg} ISAP

ﬁgo] QA= 4 )
o

If an actuarial standard-setting body wishes to
adopt or endorse this ISAP, it is essential to ensure
that existing standards are substantially consistent
with ISAP 1 as this ISAP relies upon ISAP 1 in
many respects. Likewise, any customization of this
ISAP, or modification of existing standards to obtain
substantial consistency with this ISAP, should
recognize the important fact that this ISAP relies
upon ISAP 1 in many respects.

A 71EA A 71 %e] o] ISAPS AgsAY 3]
Asl= AS, o ISAPL e "ol A ISAP 1o o F
& 715=0] ISAP 13 AdH oz A=

"ot} upslA 2 o] ISAPS
q [SAP3}e] A3t dads d7] A 7
7)Fe] WAL o] [SAPo] Be Ho]A ISAP 19|
E3a gdrks Fa% AHAS ok sk

¢ ol 1

If this ISAP is translated for the purposes of
adoption, the adopting body should select three
verbs that embody the concepts of “must”,
“should”, and “may”, as described in paragraph
1.6. Language of ISAP 1, even if such verbs are
not the literal translation of “must”, “should”, and
“may”.

o] ISAPo] MEL EHozg wWodw
ISAP 19 Ht 1.6 LanaguageollA] Aw3t vle} Zol
"must”, "could’, "may"®l 71d& FASE 371 A}

S Aggor st o]y FAFE "must", "could",
u

This ISAP is a model standard of actuarial practice
and, as such, is not binding on any actuary.

o] ISAP2 AgAFER7|FolBZ AlgAle] F&50]
ATt

This ISAP was adopted by the I|AA Council in
[Date].

o] ISAP2 [E#t]o] TAA Helglo o& A &= At

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

AINEARAT] o NFe Aere
o

1 Aelstefof gt

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

r_{

=3
L e 45 WA AA9 ISAPE o k9
o

2. Modify references to ISAP 1in paragraphs 1.3.,
21., 222,23, 24,251, 2.7.1.,2.9., and 3.1.
to point to the local standard(s) that are
substantially consistent with ISAP 1, rather than
referring to ISAP 1 directly, if appropriate;

2.2, 23,24, 251, 271, 29 4

2. &= 1.3, 2.1, 2

3.19] ISAP 19 gt #HZRE 473} ISAPlo] ofd
ISAP 13} A4xow dwd sg=7t /w8 7el7]
== g,

3. Choose the appropriate phrase and date in
paragraph 1.7.;

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

5. Delete this preface (including these drafting 5. o] A& (xS 4 x3hHh¥ £ 1.77 #dE 75
notes) and the footnote associated with paragraph = AL

1.7.]

Introduction =9
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This International Standard of Actuarial Practice
(ISAP) provides guidance to actuaries when
performing actuarial services in connection with the
Insurance Capital Standard (ICS) issued on[Datel
by the International Association of Insurance
Supervisors (IAIS).

o]  ISAP(International Standard of Insurarical
Practice) = = A 18 7521 3] (TALS) 7} w3y 3t
ICS(International Capital Standard of Insurance
Supervisors) S} T#E 3] AlgAu|2E 3PS u A
At Al A& A& g}

The Common Framework for the Supervision of
Internationally Active Insurance Groups(Com Frame)
consists of both quantitative and qualitative
supervisory requirements tailored to the complexity
and international scope of Internationally Active
Insurance Groups (IAIGs). The ICS is one of the
components of Com Frame. In June 2017, the IAIS
agreed to adopt ICS Version 2.0 as a stand—alone
document, to be integrated into Com Frame at a
future date.

TARHIFS A3 FEASAA= FARIIEE
(IAIGs) 9] E3A = =414 Helol] 23 44 2 A4
A= erow FAHo] gtk ICSE ComFrame?] 3
Qa2olth 20179 69 IAISE ICS WA 2.0 HEo]
T2 Afeste] &% ComFramed] F¢37]12 o3l

On 2 November 2017, at its Annual Conference in
Kuala Lumpur, the IAIS announced a unified path to
convergence of group capital standards, in
furtherance of its ultimate goal of a single ICS that
includes a common methodology by which one ICS

achieves comparable (i.e., substantially the same)
outcomes across jurisdictions. The Kuala Lumpur
Agreement (KL  Agreement) sets out that

implementation of ICS Version 2.0 will be conducted
in two phases:

2017y 11° 29 FoEE f~1°ﬂ A
PS

Wl 1089] Hg HaE
o +¥e 9 FY
ol 1S WA

= gata 9

« A five—year “monitoring period”, during which ICS
Version 2.0 will be used for confidential reporting to

the Group—-wide Supervisor and discussion in| 5d<¢ T®YHH 7|7k &<k ICS Version 2.0 15

supervisory colleges. During the monitoring period, | Z=9=ro gt tjojr] Ry 2 #d ZA57|HEY E

ICS results will not be used as a basis for | 2] AFgEHEC ZYUEHY 7)7F B¢ ICS Ay 459

triggering supervisory action.;and Zo] 2AE dl7] 9% 7R ALEEHXA Yerh 1
g1

« The “implementation of the ICS as a group—wide | ® 527} AEHHAS o] F2 NMYsHA &= AF9

Prescribed Capital Requirement (PCR)”, a solvency | @ ##] £+ '2F 299 AE L (PCR)'ZAM 9

control level above which the supervisor does not
intervene on capital adequacy grounds

A group which reports under ICS is responsible for
the information reported. This means it is

responsible for, amongst other things, assumptions | ICSol] W&} Hid}+= 2FL By AHHE ik <]
and the calculations in its ICS submissions o] gt} ol FolHU = ICS AEFY 714 2 Ak
3k Aelo] 98L& ou] 3o}

Nevertheless, actuaries providing actuarial services | L& o = E:FL]' CSS&} HAst] AgAE~E AT
in connection with ICS may be advising the group | 3l AlgAl= o3 ALloly HHE Xﬂ*O}ﬂ‘/‘r o]
on decisions, providing any calculations or| @3 JIFES -rf‘EO}‘ﬂ’ﬂ oJALAA e diste] 14
information required, or undertaking some | 2 =

combination of these.

The IAA intends this ISAP to: TAAGAS (13 “IAA”)7E o] AYAFIIEE

3 o=ate vie 9w g

* Facilitate convergence in standards of actuarial
practice in connection with ICS;

« ICS2 &30t HeldRII=2 =85 FAelh

* Increase public confidence in actuarial services

provided in connection with ICS; and

» Demonstrate the IAA’s commitment to support the
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work of the IAIS in achieving high quality, | 913 IAISS] =& X YstaA} 3= [AAL] 2]A
comparable capital standards . E HoEF

Section. 1. General A1d R

1.1. Purpose - This ISAP provides guidance to | 1.1. &% - o] ISAP¥ IAISo] o& ¥xd AE7|F
actuaries when performing actuarial services in | 53] ICS¢ #Hste] Algn2S =3t uf A Akl
connection with capital standards promulgated by | Al A S AFdcl. 1 54L& v Z2 AFEALY
the |AIS, specifically the ICS. lts purpose is to | AZE Folx Aot

increase intended users’ confidence that:

® Actuarial services are carried out professionally | Alg] A v] 2= (ICS¢F dAHA) A Fol= 7| &

and with due care, consistently with the ICS;

ArH oz FAA,

® The results are relevant to their needs, are | A3 & AF8AFe] Qo] F-3tel, weslar o]&)sl7]
presented clearly and understandably, and are | A AA =, 43S} ),

complete; and

® The assumptions and methodology (including | ICS A& A Fol AlgA7F AFE3E 7FA 3 W 2 (24
models and modelling techniques) used in the | @ =d& 7|WS £3)o] HAsA A AL}

actuary’s contribution to the ICS submission are

disclosed appropriately.

1.2. Scope — This ISAP applies to actuaries when | 1.2. ¥ - o] ISAP+= ICS Al&¥ #THE A=
performing actuarial services related to the ICS | & 33l AlgArtalA F&d. 2 [SAPS o3 A}
submissions. This ISAP addresses: el djal welarx; gkt

@ The adaptation of the value of insurance | ® E‘?‘.ﬂ Ao 7HAE ICS dad FAHV|EoR A
liabilities to an ICS current estimate basis, where | (IAIS 7o we} Hod A9)

such is defined in accordance with 1AIS

requirements; and

® Such elements of the ICS that require | ® AE7Ie] AGS a7 3= ICSY &4

professional judgment.

1.3. Relationship to ISAP 1 — Compliance with ISAP
1 is a prerequisite to compliance with this ISAP. In
particular by the nature of the exercise, actuarial
services related to the |[ICS submissions will
frequently fall within the scope of ISAP 1 section
2.3.1, section 2.6.2, and whichever of 2.7.3,
2.8.4and 2.9.5 may be applicable.

1.3. ISAP 139] #7A- ISAP 1& FFst= AL o
ISAPS F543517] 93 A =70y, Ed AAA
ICS A&7 #HE AlgAn]2== ISAP 1 A 3.1,

A
A 2.6.29] W9l EFEH, 2.7.3, 2.8.4 L 2.9

F shit 4849 + oo

1.4. Relationship to ICS — The guidance in this ISAP
complements the guidance in ICS Version2.0, which
is not repeated in this ISAP.

1.4. 1CSete] #A- o] ISAPY
FholRl g W eha),

A e

A& 1CS HH 2.09]
o] X HL o] [SAPYA]E HiEE

1.5. Defined Terms — This ISAP uses various terms
whose specific meanings are defined in the
Glossary. These terms are highlighted in the text
with a dashed underscore and in blue, which is a
hyperlink to the definition (e.g., actuary). This ISAP
also uses terms defined in the IAIS Glossary and
ICS, in which case they have the same meaning.
These terms are highlighted in the text with a
double underscore and in orange colour (e.g.,
current estimate).

1.5. ﬁfﬂA e - 2 A
st o] 3t golE9 I3 U=
Hol 9t ol#HA Heojd &
Eﬂff} stolH G Ao == F
ZHET(d, AgAb. = ISAP
ICSA TR FoES ALE
= Fdsith o] st %
FEMoZ Fx BAH 2

FoI52 A8
Sololuol 4o

1.6. Cross—References — This ISAP refers to the
content of the ICS. If the ICS is subsequently
amended, restated, revoked, or replaced after
[Date], the actuary should consider the extent to
which guidance in this ISAP is still applicable and
appropriate.

AE Zzx - o] ISAPE ICSY U£&

] o] %4 ICS7} A, AR, AL EE
= 49, ﬁlw} 2 ISAP] o] 3] A& 7}t
shal A E:]%HO]: =

1.7. Effective Date
{actuarial  services

— This ISAP is effective for
performed/actuarial  services

1.7. @grael - o] [SAPL 202Xy X¥ XY o]z 9
Tst= AgAn 2, AAEHE AlgAn = 2 ICS Al
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commenced/actuarial services performed relevant to
an ICS submission or after [Date]

= A3 AgAn) 2o o] &3S 2=t}

Section. 2. Appropriate Practices

A2d ADw AT aa

2.1. Relevant Knowledge Requirements — In applying | 2.1. ## x]2o] i3t 24 - [SAP 1 £¢ 2.2.7% &
ISAP 1 paragraph 2.2.7, the actuary should have or | €& ] AlglAles 9 dFE a3 o 3 =
obtain sufficient knowledge and understanding of | #3F x| 23} o]a| & zt31 JYAY F55L ook 3
information necessary to perform the assignment: t}.

a. The ICS, in particular the requirements in relation | a. ICS, &3] a3 FAX < #dE A

to current estimates;

b. How those current estimates will be used to|b. AR LAS AAF 7] Yo A3l FAHAXES €A A}
determine the capital requirements; &3t A7}

c. Any local regulatory requirements relating to the | c. ICSe} @& E & A4 A

ICS;

d. The business environment in which the group | d. HI°|HE FHE3+= F8AFS XT3 2FY 9¢

operates, including the financial market(s)from
which it obtains data;

e. The group’s products and operations:;

f. The methodologies and assumptions used by the
group in other relevant contexts and the rationale to
help identify modifications needed to comply with
ICS guidance; and

T5e] Agete TRES T
| 98 "aw wAe AU

g. How law affects the application of ICS

g. 9% =3 A& Jgs = Wy
2.2. Materiality — The actuary should understand the | 2.2. 284 - AlgAt= AlgAv) 29k ICS AEAF F
distinction between materiality with respect to the | Aol ##HE =8 A4S 7T 4 glojof s}

actuarial services and to the preparation of an ICS
submission:

2.2.1.When appropriate for the work, the actuary
should seek guidance from the principal or the
group regarding materiality.

2.2.2.In applying ISAP 1 paragraph 2.4.8, the
actuary’s threshold of materiality with respect to the
actuarial services should not be greater than the
group’s threshold of materiality for its ICS
submission.

g Aese] Fay

AAFE ICS A=A 7ol o

a5 a4 dAREY AME ¢ "k

2.2.3.In all following paragraphs of this ISAP, any
use of “material” or “materiality” is with respect to
the actuarial services carried out in accordance with
this ISAP.

[\

o

e

Ab
of &gk Aol

[ ofN

2.3. ¥ ISAPS] o3} WE EddA "TAU Ei
42 B ISAPl mel FaEE Ay

2.3. Proportionality — In applying ISAP 1 paragraph
1.5.9, and in particular paragraph 1.5.2, the actuary
should take into account materiality. In addition, the
degree of refinement in specific assumptions or
methods recommended by the actuary should be
proportionate to their possible impact on the results
of the actuarial services.

2.3. v]dl4d - ISAP1

T 150059 &F 15.2)
ggste A, AU 84S wesor at =
5

AL Arsts 54 el wEEd o )
AEE ol Aol uhet AP Az Ao v)Hs

FAA Gl Wl o

s

2.4. Contract Recognition, Contract Boundaries and
Time Horizon - The actuary should consider
whether the treatment of contract recognition,
contract boundaries, time horizon, and contract
derecognition under ICS are different from those
adopted under the financial statements. Where they
are different, the relevant ICS assumptions should
be treated as being subject to ISAP 1 paragraph
2.7.3or 2.8.4 The actuary should disclose to the

2.4, Ak A4, Ak

|
ICSol w2 ARl

el b Aol et

~ s
gafof gtk M= e A, ¥ ICS 7Hg2 ISAP
ek 2.7.3 B 2849 A8 We AoR FHuH
of @t} Agrt= fle] &5l g =49 I}
e ELFete] ol xAo] o|Fojd LRI} =
datr] el sl AdE FaARe A SR ok

r o @
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principal the work undertaken to identify what
adjustments may or may not need to be made,
including the rationale for, and impact of, the

adjustments on the above items.

2.4.1.Contract boundary — The -current estimates
reported in the ICS may need to be adjusted from
those reported externally due to different contract
boundary definitions for the ICS versus the group’s
financial statements. The actuary should investigate
whether  such  differences  exist and make
appropriate adjustments to the current estimates in
the financial statements to the extent material
differences exist.

2.4.1. AFFA - ICSolA By
7

289 AFATAA MR T2 ALAA Aoz <}
o] 9o wWuE HAOBRE ZAF|ojof & Fx 9]
th AlEAls s ZolSo] 9=x ZAEAL @A

]
afof gt}

o Z4e] HAd 24

2.5. Methodology

2.5.1. Current Estimates - The actuary should | 2.5.1. @& FAX — AgAls ICS AEF] Algd &
consider whether the current estimates used for the | FA XS 1H9 GAAP =& #5314 (SAP)
ICS submission should be adjusted from those used | AF&E FAX| A ZAsoF =4 HES|oF 3t}
for the group’s reported generally accepted|ICS A& 93 Ha =X AL [SAP 1 ¢
accounting principles  (GAAP) or  statutory | 2.7.3 =& 2.8.49 HE&S W= ZoR FHFEoF st}
accounting principles (SAP)accounts. Any | AlglAbE oW 2ol Qs AY QA FSAE
adjustments to the current estimates for ICS | A¥3al7] ¢18) A 23} FHo] HPFHX| o n
purposes should be treated as being subject to | X+ AIFS Fao A F7)e|oF s},

ISAP 1 paragraph 2.7.3or 2.8.4 The actuary should

disclose to the principal the work undertaken to

identify what adjustments may or may not need to

bemade, and the impact of the adjustments on the

current estimates.

2.5.2. Management Actions - When determining | 2.5.2. A9 x}3q% — ABZola FAHolw AZ 75
current estimates for participating or adjustable | 3+ FAAAFS &= I AR B 24 73
products allowing for objective, realistic and | A%9 AP FAHXNZS AT u Agies eSS 11y
verifiable management actions, the actuary should | 3o} 3t}

consider the following:

a. Objective — the circumstances under which |a. 5% - 54 ZAgAdso] S = = A4S o
particular management actions would betaken | g3aAl AHosta EASteoF Y 2F W A A
should be clearly defined and documented, and | FA7} F9olsjjoF 3t}

agreed by the relevant managing bodies in the

group.

b. Realistic and verifiable — the management actions
should:

i. Be consistent with other assumptions and

estimates within the ICS;

ii. Be consistent with relevant policies approved by
the managing bodies and policy holders’ reasonable
expectations, where applicable;

A5 B@AFAS Gl A
@ Aol e,

ii. Not be unduly dependent on actions by third
parties such as other market participants; and

iii. & A Felak g A3ARe]

54 e

gl AAA <

iv. Be reviewed in the light of actual management
actions employed over time.

iv. AR Aol whe AAl FddLEe] A A

.

2.5.3. Options and Guarantees — Where valuation of
options and guarantees for current estimates should
be different from those adopted under the financial
statements, the actuary should consider valuation
methodologies, such as a stochastic approach,
which take into account the expected cash flows
relating to options and guarantees embedded in the

E
2.5.3. AR BE - A3 FHA i A4 BF
o] H7b AFA Rz weE feEE o
|2 Ab= B A ool WAlEl S0 BF wHud

&

3 dRBES neshe SEY THs g by
£¢ ejso} du.
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insurance contracts.

2.5.4. ICS Capital Requirement

2.5.4 ICS A& 84

2.5.4.1. Grouping — The actuary should consider | 2.5.4.1. 1&3} — A= ICS 7k 2] AHAS 9l
whether professional judgment is required in | AIYS ZZ&F3ste=d 742 #rto] QA i
grouping business for calculating ICS values: g sljof gt

a. When deciding on the Homogeneous Risk|a. AHHEE o] gt Td 9 Z1F(HRG)S Z2H
Groups (HRGs) for life insurance risks, the actuary | & wl, AlFAls 2 918 259 AFol fFAsE 94
should consider whether the HRGs are set narrowly | A4S ¥F93stE5 HRGZ}F 583 FA AT A=
enough so that the policies in each risk group | A& g &joF 3},

reflect similar risk characteristics.

b. When required to map non-life risks to the lines
of business and the ICS Non-life Segments, the
actuary should consider the relationship between
the granular reporting of current estimates in the
ICS with the segmentations reported externally in
the group’s financial statements.

b. AlgAbE AP R 2 ICSe vl Ao B AIH 9
S wsgafoF & A9 ICSY A FAHA 9 AEstd
Hael IFAFAZAA eFe By A3 7He
HAAE s oF s,

2.5.4.2. Risk Mitigation — The methodology chosen
for allowing for risk mitigation in the ICS risk
charges should ensure that the risk mitigation
techniques (reinsurance or transfer of risk to the
capital markets) are accurately and appropriately
reflected. In assessing the effectiveness of the risk
mitigation for ICS risk charges, the actuary should
consider:

2.5.4.2. 93847 — ICS @23 Bo g~ ALS
7VsdtAl szl Ye) Aed HEe g A 7Y
(AR = AEAZo R gxaT ofx)o] Histar
HAAsHA W E =S dlof v AgAE ICS IEE
ol gk g eksle] ayvE HrrE u oSS adE)

a. The structure of the risk mitigation, the history,
where available, of the impact of the risk mitigation
and if this experience is likely to remain relevant,
and the impact of credit risk inherent in the risk
mitigation transactions.

Aol HUHS FAT bsAo
A ot 2 AH A Aol hAE A ¥l
ol 3k
O ©

b. Under all reasonably foreseeable circumstances,
whether the risk mitigation techniques are effective
over the ICS time horizon and whether there are
any conditions under which the risks would not be
transferred or be mitigated.

2.6. Reinsurance Recoverable, Cash Flow Patterns
by Reinsurer Financial Strength Rating —

2.6. ARAAL AT ARG oHE AR I5ThE
duss A

The actuary should consider whether professional
judgment and the use of approximate allocation
processes are required to provide the requested
reinsurance recoverable input into the ICS.

=]
a7 el AwA Wk o

When providing these estimates or allocations, the
actuary should consider the materiality of various
estimate processes to the overall ICS result and
should communicate any material assumptions or
professional judgments involved with such estimates
or allocations to the principal.

Abgol LagA olnE wmelsjor Frh,

ST FAA Ex NEE Aed @ AL aw
9l ICS Aol @ TgF 4 ZRAz] FaA
2 medol dhm, @ FAX EE o] weld
Fad Mol ArA wwe FaAds] dddel
s},

When the actuary undertakes a review of the
reinsurance recoverable, the actuary should review
the allocations for reasonability, including the

reasonability of the distribution by reinsurer credit
rating and the reasonability of the estimated cash
flow pattern.

ALAE Aug H77Feoe qe Are AANd o
AREA AGEFE Bxe] gty 9 24 dRsE
Al ey Takstel wjRel BIAS AEs|or
sl

In particular, the actuary should be aware of the:

=5 AAE e gl felsloF a.

a. Possibility that a difference between the contract

a. ICSo AFAFMe] AEA B Q1A7]E 39
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boundaries and recognition criteria in the ICS versus
the financial statements may have a material impact
on the ICS result;

zfo] 7k 1CS9] Aato] SiEk J 3

= d A

= o]

b. Potential for significant professional judgment in | b. 54 AR A = EX AEAHDAN S5 AR
the allocation or assignment of ceded liabilities to | Atell i3k ZAFAo o T ULo] glo] Ak
particular reinsurers or reinsurers of a particular | &2 Fdke] 7HEA

financial strength rating;

c. Possibility for multiple financial strength ratings to o] A

exist for a given reinsurer of the group and the
resulting possibility of confusion in the application
of those ratings; and

c. % O 54 Au@Ael b9 55

FbsAd 2 5E A

5ol &7
2 Ve

=

=

gl &

d. Possible existence of cessions to external pools
and the possible need to look through to the
ratings of the individual insurers that are part of
those pools.

d. 215 Z(pool)ell et FE= sy} o T Fof
= )
o

5 7 waAre)

When advising the principal on the measurement of
ceded reinsurance contracts, the actuary should:

=24 Xﬁlﬂaﬁ?ﬂ"u ZAol| el Fae|

a. When estimating amounts recoverable under
multiple reinsurance arrangements, consider whether
and (if so) to what extent the order in which the
reinsurance contracts apply would affect the
estimates;

Uﬂ 74]31/\}” = T3 oF I
T

o] Ameokgel et 5
el A8
A o5 8l o HEAA

b. When estimating non-recoverable amounts,
consider the:

b, 857k BAS® we #48 9 O0s AFE 1

Ha.

® Financial condition of the reinsurer and the
existence of collateral; and

Au A AT X HE fo

@ Possibility of disputes over recoverable amounts;
and

c. Consider, where applicable, the impact of
reinstatement premiums for ceded reinsurance
contracts following claims.

2.7. Assumption Setting

2.7.1. General considerations — The actuary should
consider whether the assumptions under ICS should
be different from those adopted under the financial
statements. Where they are different, the relevant
ICS assumptions should be treated as being subject
to ISAP 1paragraph 2.7.3or 2.8.4. The actuary
should disclose to the principal changes in the
assumptions, including the rationale for, and impact
of, the changes.

271, %‘HHJ.OJ AN} - AlGAbE 1CSel wE 714
W AFA e wE 7o) detol stEAE ALl sfor
718 ISAP 1 £¢

stk M2 g2 49 #d ICS
% 18

Ao% Aok Tk,
Edatel 719l Fa

AN FaAo A Aok FTt

2.7.2. Selecting Assumptions - Where the
assumptions under ICS to calculate current
estimates should be different from those adopted
under the financial statements, the actuary should
consider criteria and factors such as the following
to select assumptions that are relevant to the
current estimates:

2.7.2 7bge] A8 — ICSell et dPFHE AxtE]
A% 7pgol ARA‘ wet Hed pg oE 7

9, A dRFH Baw

7H

tev 2o Jed asg weldof

j2 des] 9
6]—1“4-

2.7.2.1. Policyholder Behaviour/Lapsation

2.7.2.1. XA A PFE/Ha

a. Likely behaviour of policyholders, taking into|a. G948 2 vHF§4 e 93 59 L2425 11y
account factors such as anti selection and the | 3 B3 AR 7Fs3 3%

effects of non—financial considerations;

b. Characteristics of how the insurance contracts | b. B&A¢ke] ow] = Mu)~ e E4

are sold and serviced;
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c. Significant scheduled changes in premiums, | c. B3 &, F£45, 5 £ Ao Fo3 A" A
charges, benefits or terms and conditions; and 73

d. Any short-term spikes in cancellation rates|d. 5& JAS Ao LAEE= FHAEo
created by the exercise of certain options. 5.

2.7.2.2. Future Discretionary Benefits 2.7.2.2. &Y AHF F5

a. Discount rates used to calculate the present|a. "HAFEE FAHANA A== FA5d3 dA s
value of the cash flows that are consistent with the | & 5359 dAAZIXZ Artsls d AlgEHE= ol
investment returns anticipated in the estimates of | &. "2 AAAE ik Ao oA X3t
the future cash flows. Returns on assets which are | A2 S AL&ste] FA = Aprke) 08

estimated using prospective expectations consistent
with  current expectations of future economic
conditions: and

b. The associated impact, if any, on the estimates | b. 3}3F T A3tAMo] HLu = AF3E vdgaa
of future cash flows for cash flows which are | &8 FAX ] gk oA Fg(A= 4

subject to a floor or a cap.

2.7.2.3. Expenses 2.7.2.3. A&

a. The group’s cost—-accounting and expense
allocation policies;

a. 1o A7k A # oBEalE A4 A

b. The group’s past experience and current
business plans; and

b. Z1Ee] #A Bt A

A A2

c. Terms of any outsourcing arrangements.

2.7.2.4. Inflation

a. Relationship between the inflation and investment
assumptions.

2.7.2.5. Currency Exchange

a. Current expectations of future currency exchange
rates

2.7.2.6. Insurance Risk

2.7.2.6. 13 #x=3

a. Characteristics of the insurance contract
including the risks being insured;

a. B oke] SR (F-RAYE £

b. Characteristics of the policyholder and the way
the contract was sold;

b. B@AEAS 54 9 Ak Bl

c. Changes in risks due to, for example, |c. dE So] 38, 7|FHs} J3F o7 93 937
pandemics, climate change impacts etc.; o] W3}
d. Past experience of incurred claims, including H 2 oy = v e e

patterns of delays in reporting and payment, and
the relevance to expected future experience; and

e. Practices of the entities of the group, such as
underwriting procedures and claims management.

2.7.3. Taxation Effects - When the actuary
undertakes a review of taxation effects in the ICS
balance sheet, the actuary should review the
deferred tax adjustments resulting from the ICS
adjustments.

2.7.3 A& AYAZE ICS At xxo ZA &3
] Sl I

= AES o AgAE ICS
A4S HESoF gt}

ZAol] w2 ol

2.8. General Insurance Specific Issues

2.8.1. Premium Liabilities — The treatment of certain
underwriting expenses such as general over heads
can be a significant area of professional judgment
in the calculation of the premium liability under the
Market—Adjusted Valuation (MAV) approach. When
the actuary’s estimate of the premium liability
includes such professional judgments, these should
be disclosed in a communication to the principal. If
instead the actuary utilizes a premium liability

2.8.1. 3w 0

o]y wlge] Aeli Agx
9ol @ & glf. nEw
Aol aed AR
Pape olE FaAse e

]

H

g BHig BAE At u dEHQl sk
=)

5 ]

Al AgArt e ek AR

ICSol wha} 28 =35 7}

A FaAE FA ) oF

gulel 22 54 Ade
A 7HMAV) el ot
A<l o T3

Aol thad Agrre]l +4
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Al oF

o
o
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>
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o
)
L)

10/11




that does not require
that should also be

valuation option under the ICS
such professional judgments,
communicated to the principal.

2.8.2. Catastrophe Estimates —-When the actuarial
services include review of the catastrophe scenario
and probable maximum loss (PML) estimates

reported in that template, the actuary should review

By oA FHo &2 (PML) 4%
A9, A s g3 B do

_,__7
3 A e Lekshe] A

o rir
oX,

those catastrophe estimates for reasonability and | ¥ L @Al of 15 At FAXE HESoF 3o}
consistency, including the consistency and

comparability of the estimates across perils and

jurisdictions.

2.9. Alternative Assumptions and Sensitivity Testing | 2.9. WA 718 % ®W@I= H2ZE - [SAP 1

- In applying ISAP 1 paragraph 2.7.7.10the actuary | 2.7.7.10& A& o], Agres AFAEY F4

should consider the sources and degree of
uncertainty the actuary has assessed in relation to
the adjustment to the estimates in the financial
statements and in the calculation of the values
reported in the ICS submission. The actuary should
disclose to the principal the potential sources of
uncertainty and, where appropriate, illustrate
uncertainty by reference to possible scenarios.

it
2] o]
e 243 1CS AEMol Bad 7hxe Axtza #d
sto] Algfabzh W7k BabdAde] EA 9 ARE A
slof et AgAbe B84 JAH EHE T
oA FAsleE sk, HHEd A s AUELE

Fxote] BddE B

Section. 3.Communication AM 3. AFYA A
3.1. Disclosures — In addition to complying with | 3.1. &A] - ISAP 1 AA 3, AFEANAS &3
ISAP 1 Section 3. Communication, the actuary O AFEES T A A3

should provide to the principal:

3.1.1.Descriptions of the changes and adjustments

in assumptions or methods from those used in the | ©l

financial statements (2.5.1., 2.7.)

3.1.2.The following items, together with the rationale | 3.1.2 ¥7 <dgkol] o3t LA} A v FEE

for and impact of the changes, where applicable:

a. Adjustments made to contract recognition, | a. Al <12 Ak HA H AIZF HY | i =4
contract boundaries and time horizon(2.4.); (2.4)

b. Material assumptions or professional judgments | b. X3 FF7lsdNe] F4 =& STy Add T2

involved  with  estimation or allocations for

reinsurance recoverable (2.6.);

c. Professional judgments included in estimates of
premium liability (2.8.); and

d. Potential sources of uncertainty (2.9.).

A LA (2.9).

3.1.8.Any material uncertainties or limitations in the
law and the approach taken to these inthe context
of the calculation of current estimates.

d
3 Al ol A WA gowE 9
Fas B34 £t A%
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