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Präambel 

Die Arbeitsgruppe IFRS des Ausschusses Rechnungslegung und Regulierung der Deut-

schen Aktuarvereinigung e. V. (DAV) hat den vorliegenden Ergebnisbericht erstellt. 1 

Zusammenfassung 

Die weltweite Dachvereinigung der nationalen Aktuarvereinigungen (IAA) hat den in-

ternationalen Standard zu IFRS 17 Insurance Contracts (ISAP 4) im November 2019 

verabschiedet und den Mitgliedsorganisationen zur Umsetzung empfohlen. Dabei über-

lässt es die IAA den Mitgliedsorganisationen zu entscheiden, ob und wie sie ISAP 4 in 

nationale Regelungen umsetzt. 

Der Ausschuss Rechnungslegung und Regulierung hat mit Blick auf die bereits von ihm 

herausgegebenen Ergebnisberichte zu IFRS17 Insurance Contracts entschieden, die In-

halte des ISAP 4 als weiteren, sehr grundlegenden Ergebnisbericht verfügbar zu ma-

chen. 

Der Ergebnisbericht behandelt grundsätzliche Fragestellungen zur Auslegung und An-

wendung des Rechnungslegungsstandards IFRS 17 und betrifft Aktuare, die mit der 

Aufstellung und Prüfung von Bilanzen nach IFRS betraut sind. Die Anwendung von 

IFRS 17 ist für nach IFRS berichtende Konzerne verpflichtend. Da hiervon vor allem 

internationale kapitalmarktorientierte Unternehmen betroffen sind, wurde der Inhalt 

des ISAP 4 für den vorliegenden Ergebnisbericht in englischer Sprache übernommen. 

Der Ergebnisbericht ist an die Mitglieder und Gremien der DAV zur Information über den 

Stand der Diskussion und die erzielten Erkenntnisse gerichtet und stellt keine berufs-

ständisch legitimierte Position der DAV dar.2 

Verabschiedung 

Dieser Ergebnisbericht ist durch den Ausschuss Rechnungslegung und Regulierung am 

26. Oktober 2020 verabschiedet worden. 

                                       

1 Der Ausschuss dankt der Arbeitsgruppe IFRS ausdrücklich für die geleistete Arbeit, namentlich Dr. Maxi-

milian Happacher (Leitung), Renate Achhammer, Thorsten Ante, Dr. Robert Bahnsen, Dr. Christine Barop, 

Rainer Beyrau, Maximilian Börmann, Walter Claßen, Anja Eickhoff, Dr. Jan Esser, Vjaceslavs Geveilers, 

Volker Goersmeyer, Stefan Grommer, Dr. Frauke Grunwald, Dr. Mark Hahmeier, Volker Hannemann, 

Dr. Tobias Hartz, Carsten Horst, Farid Katabi, Christian Knoller, Sebastian Krybus, Reinhard Lenz, Dr. Mar-

tin Linden, Ralph Markert, Marcel Meier, Dr. Siegfried Nobel, Dr. Peter Ott, Gerd Radtke, Dr. Nader Razouk, 

Hanno Reich, Petra-Sylvia Rickers, Dr. Claudio Schmidt-Wegenast, Dominik Schwab, Dr. Günter Schwarz, 

Ulrike Schwarz, Dr. Ulrich Stellmann, Dr. Thomas Viehmann, Dr. Thorsten Wagner, Dr. Andreas Weng, 

Prof. Dr. Annegret Weng, Dr. Ralf Widmann, Lukas Wolfbauer.  

2 Die sachgemäße Anwendung des Ergebnisberichts erfordert aktuarielle Fachkenntnisse. Dieser Ergebnis-

bericht stellt deshalb keinen Ersatz für entsprechende professionelle aktuarielle Dienstleistungen dar. Ak-

tuarielle Entscheidungen mit Auswirkungen auf persönliche Vorsorge und Absicherung, Kapitalanlage oder 

geschäftliche Aktivitäten sollten ausschließlich auf Basis der Beurteilung durch eine(n) qualifizierte(n) Ak-

tuar DAV/Aktuarin DAV getroffen werden. 



  

iii 

 

Preamble 

The Working Group IFRS of the Accounting and Regulation Committee of the German 

Association of Actuaries (Deutsche Aktuarvereinigung (DAV) e. V.) has issued the fol-

lowing report on findings to the topic IFRS 17 Insurance Contracts (ISAP 4).3 

Issue 

The worldwide umbrella organisation of national actuarial associations (IAA) adopted 

the international standard on IFRS 17 Insurance Contracts, ISAP 4, in November 2019 

and recommended its implementation to member associations. The IAA leaves it up to 

the member associations to decide whether and how they implement ISAP 4 in national 

regulations. 

The Accounting and Regulation Committee has decided to make the contents of ISAP 4 

available as a further, very fundamental report on the results of IFRS 17 Insurance 

Contracts. 

The report deals with fundamental questions on the interpretation and application of 

the IFRS 17 accounting standard and concerns actuaries who are entrusted with the 

preparation and auditing of balance sheets in accordance with IFRS. The application of 

IFRS 17 is mandatory for groups reporting under IFRS. As this primarily affects inter-

national capital market-oriented companies, the content of ISAP 4 has been adopted 

for this report in English. 

This report is addressed to the members and committees of the DAV for information on 

the status of the discussion and the results achieved and does not represent a position 

of the DAV legitimized by the profession. 

Adoption 

The report on findings was adopted by the DAV’s Accounting and Regulation Committee 

on 26 October 2020. 

 

 

  

                                       
3 The Committee would like to explicitly thank the working group IFRS for their work, by name Dr. Maxi-

milian Happacher (Leader), Renate Achhammer, Thorsten Ante, Dr. Robert Bahnsen, Dr. Christine Barop, 

Rainer Beyrau, Maximilian Börmann, Walter Claßen, Anja Eickhoff, Dr. Jan Esser, Vjaceslavs Geveilers, 

Volker Goersmeyer, Stefan Grommer, Dr. Frauke Grunwald, Dr. Mark Hahmeier, Volker Hannemann, Dr. 

Tobias Hartz, Carsten Horst, Farid Katabi, Christian Knoller, Sebastian Krybus, Reinhard Lenz, Dr. Martin 

Linden, Ralph Markert, Marcel Meier, Dr. Siegfried Nobel, Dr. Peter Ott, Gerd Radtke, Dr. Nader Razouk, 

Hanno Reich, Petra-Sylvia Rickers, Dr. Claudio Schmidt-Wegenast, Dominik Schwab, Dr. Günter Schwarz, 

Ulrike Schwarz, Dr. Ulrich Stellmann, Dr. Thomas Viehmann, Dr. Thorsten Wagner, Dr. Andreas Weng, 

Prof. Dr. Annegret Weng, Dr. Ralf Widmann, Lukas Wolfbauer. 
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Introduction 

 

This International Standard of Actuarial Practice (ISAP) provides guidance to actuaries 

when performing actuarial services in connection with International Financial Reporting 

Standard 17 Insurance Contracts (IFRS 17) issued in May 2017.  

IFRS 17 Insurance Contracts establishes principles for the recognition, measurement, 

presentation and disclosure of insurance contracts and reinsurance contracts. The ob-

jective is to ensure that entities provide relevant information in a way that faithfully 

represents those contracts.  

An entity which reports financial statements under IFRS is responsible for the infor-

mation reported. This means it is responsible for, amongst other things, identification, 

combination, aggregation, separation, recognition and derecognition of contracts, the 

choice of measurement approach and assumptions, the measurement calculations and 

the disclosures in the IFRS financial statements.   

Nevertheless, actuaries providing actuarial services in connection with IFRS 17 may be 

advising the entity on decisions, carrying out the calculations required or some combi-

nation of these. 

The IAA intends this ISAP to: 

 Facilitate convergence in standards of actuarial practice in connection with IFRS 
17; 

 Increase public confidence in actuarial services provided in connection with IFRS 
17; and 

 Demonstrate the IAA’s commitment to support the work of the International Ac-

counting Standards Board (IASB) in achieving high quality, transparent and com-
parable financial reporting internationally, as envisaged by the Memorandum of 

Understanding between the IAA and the IASB.

https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IAA.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IAA.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IAA.html
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Section 1. General 

1.1. Purpose – This ISAP provides guidance to actuaries when performing actuarial 
services in connection with IFRS 17. Its purpose is to increase 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 under-

standably, and are complete; and 

 The assumptions and methodology (including models and modelling tech-
niques) used are disclosed appropriately. 

1.2. Scope – This ISAP applies to actuaries when performing actuarial services re-
lated to IFRS 17 for the preparation of an entity’s actual or pro-forma IFRS finan-

cial statements.  Actuaries performing other actuarial services in connection with 
IFRS 17 (for example: an actuary advising a third party such as an auditor or a 
regulator, or advising a potential buyer regarding an acquisition) should apply 

the guidance in this ISAP to the extent relevant to the assignment.   

1.3. Relationship to ISAP 1 – When referring to ISAP 1 throughout this report, the 

paper in fact refers to the DAV guideline “Berufsständische Verhaltensnormen: 
Allgemeine Grundsätze betreffend alle aktuariellen Tätigkeiten” approved on 

30 November 2020.4   

1.4. Relationship to IFRSs – This ISAP relates to the content of IFRS 17 and other 
relevant IFRSs, including any interpretations from the International Financial Re-

porting Interpretations Committee (IFRIC) or its predecessor, the Standing Inter-
pretations Committee, as issued through  16 August 2019. The guidance in this 

ISAP complements the guidance in IFRS 17, which is not repeated in this ISAP. 

1.5. Defined Terms – This ISAP uses various terms whose specific meanings are de-
fined in the Glossary. These terms are highlighted in the text with a dashed un-

derscore and in blue, which is a hyperlink to the definition (e.g., actuary). 

This ISAP also uses key terms from IFRS 17, in which case they have the meaning 

as used in IFRS 17. These terms are highlighted in the text with a double under-

score and in green (e.g., insurance contract).  

1.6. Cross References – If IFRS 17, or any other IFRS referenced in this ISAP, is 
subsequently amended, restated, revoked or replaced by the IASB, or inter-
preted by IFRIC after 16 August 2019, the actuary should consider the extent to 

which guidance in this ISAP is still applicable and appropriate. 

 

                                       
4 see https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf  

https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Intended_User.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Model.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
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Section 2. Appropriate Practices 

2.1. Relevant Knowledge Requirements – In applying ISAP 1, the actuary should have 

or obtain sufficient knowledge and understanding of information necessary to 
perform the assignment, such as: 

a. IFRS 17, applicable sections of other relevant IFRSs (e.g., IFRS 13 when 
measuring Fair Value), the entity’s accounting policies and the relevant pro-

cesses that are applied in the preparation of IFRS financial statements; 

b. The business environment in which the entity operates, including the finan-
cial market(s) from which it obtains data; 

c. The entity’s appetite for risks that have an impact on the measurement un-
der IFRS 17; 

d. The entity’s products and operations; 

e. The methodologies and assumptions used by the entity in other relevant 
contexts and the rationale for any differences;  

f. How law affects the application of IFRS 17; and 

g. The relevant auditing standards. 

2.2. Materiality – The actuary should understand the distinction between materiality 
with respect to the actuarial services, the preparation of IFRS financial state-

ments and the auditing of those financial statements. 

2.2.1. When appropriate for the work, the actuary should seek guidance from 

the principal or the entity regarding materiality. 

2.2.2. In applying ISAP 1, with respect to the preparation of IFRS financial 

statements the actuary’s threshold of materiality with respect to the ac-
tuarial services should not be greater than the entity’s threshold of mate-
riality.  

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

with this ISAP. 

2.3. Proportionality – In applying ISAP 1, and in particular paragraph 1.5.2., the ac-

tuary should take into account materiality. In addition, the degree of refinement 
in specific assumptions or methods recommended by the actuary should be pro-

portionate to their possible impact on the results of the actuarial services. 

2.4. Identification, Combination, Aggregation, Separation, Recognition, De-

recognition and Modification  - The actuary should treat the processes of: 

a. Identification of insurance contracts; 

b. Combination of insurance contracts; 

c. Determination of the level of aggregation (refer to 2.6.14.); 

d. Separation of components from an insurance contract for treatment under a 

different standard; 

e. Separation of components of an insurance contract for different treatment 
under IFRS 17 (if and to the extent permitted); 

https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Accounting_Policies.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/data.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Law.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/work.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Principal.html
https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/International_Financial_Reporting_Standards.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuarial_Services.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
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f. Recognition of groups of contracts and derecognition of insurance contracts; 

and  

g. Treatment of insurance contract modifications  

as being subject to ISAP 1. 

The actuary should disclose in the report changes in the above processes, including 

the rationale for and impact of the changes. 

2.5. Measurement Approach – The actuary should treat the processes of selecting 

the appropriate measurement approach to be applied to each group of insurance 

contracts, whether it is the general measurement approach, the premium alloca-
tion approach (PAA) or the variable fee approach, as being subject to ISAP 1.  

The actuary should disclose in the report changes in the above processes, including 

the rationale for and impact of the changes. 

2.6. The General Measurement Approach   

2.6.1. General Approach for Selection of Assumptions – In applying ISAP 1, 

when advising the principal or the entity on actuarial assumptions, the 

actuary should consider matters such as: 

a. Combining similar risks based on the nature of the insurance obliga-
tion, without being constrained by the actual grouping of insurance 

contracts that is used for measurement purposes; 

b. Whether assumptions developed in other contexts, for example pric-

ing assumptions, may be inappropriate for IFRS 17 purposes; 

c. Links as necessary to ensure consistency between assumptions 
(e.g., assumptions related to option exercise patterns should be 

linked to the economic scenarios); 

d. The potential asymmetrical distribution of the current estimates 

(e.g., assumptions to deal with extreme events like tail events or 
options and guarantees that are triggered by market conditions); 

e. The credibility of data when combining information from various 
sources or time periods; and 

f. Long-term trends and seasonal variations, and other changes in the 

environment (e.g., applicable law, economic, demographic, techno-
logical and social).  

2.6.2. Process for Updating Assumptions – If the actuary considers it appropri-
ate to change the process, including the methodology, used to update a 

recommended assumption, the actuary should discuss the change with 
the principal, including whether it would constitute a change in account-

ing policy or just a change in an accounting estimate as defined in Inter-
national Accounting Standard 8 (IAS 8) Accounting Policies, Changes in 
Accounting Estimates and Errors.   

The actuary should disclose in the report changes in such processes, in-

cluding  the rationale for and impact of the changes. 

https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Report.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/General_Measurement_Approach.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Variable_Fee_Approach.html
https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Report.html
https://aktuar.de/ergebnisberichteundfachgrundsaetze/2020-11-30_DAV-Richtlinie_ISAP1_final.pdf
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Principal.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/IFRS17.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/data.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Law.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
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2.6.3. Insurance Risk – When advising the principal or the entity on assump-

tions to measure insurance risk, the actuary should consider factors in-
cluding the following: 

a. Characteristics of the insurance contract including the risks being in-
sured;  

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

c. Past experience of incurred claims including patterns of delays in re-

porting and payment and the relevance to expected future experi-
ence; and 

d. Practices of the entity, such as underwriting procedures and claims 
management. 

2.6.4. Policyholder Options – When advising the principal or the entity on as-

sumptions for the exercise of options by policyholders, the actuary should 

consider factors such as the following: 

a. Past experience of how policyholders have exercised options; 

b. Likely behaviour of policyholders, taking into account factors such as 

anti-selection, the effects of  non-financial considerations, and the 
relative advantages to the policyholder of exercising any options; 

c. Characteristics of how the insurance contracts are sold and serviced; 

d. Significant scheduled changes in premiums, charges, benefits or 
terms and conditions; and 

e. Any short-term spikes in cancellation rates created by the exercise 
of certain options. 

2.6.5. Entity Discretion – When advising the principal or the entity on assump-
tions which consider the exercise of discretion by the entity, the actuary 

should take into account expectations or limitations that may arise from 
sources such as: 

a. The entity's marketing and promotional materials; 

b. The entity’s past practices;  

c. The entity’s current policy; 

d. Market practices; and 

e. Laws and rulings of relevant authorities. 

2.6.6. Reinsurance Contracts Held – When advising the principal or the entity, 
on the measurement of reinsurance contracts held, the actuary should: 

a. When estimating amounts recoverable under multiple reinsurance 
arrangements, consider the order in which the reinsurance contracts 

apply;  

b. When estimating non-recoverable amounts:  

i. Consider the financial condition of the reinsurer, the existence 

of collateral and the extent to which default by one reinsurer 
may affect the amounts recoverable from other reinsurers; and 
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ii. In the estimates of future cash flows to be received from rein-

surance contracts, allow for the uncertainty caused by the po-
tential of non-performance by reinsurers; 

c. When estimating fulfilment cash flows, consider the extent to which 

each reinsurance counterparty exercises its control over recapture, 
cancellation or commutation to its advantage; and 

d. Consider the impact of reinstatement of reinsurance contracts fol-
lowing claims.  

2.6.7. Reinsurance Contracts Issued – When advising the principal or the entity, 

on the measurement of reinsurance contracts issued, the actuary should 

consider circumstances such as: 

a. The expected behaviour with respect to the available options of the 
policyholders, the issuer of the underlying insurance contracts and 

all intermediate reinsurers; 

b. The underwriting and management practices, including the under-

writing for facultative placements, and the claim management pro-
cesses impacting the reinsurance contracts issued;  

c. Reinstatement of reinsurance contracts following claims; and  

d. Default by the issuer of the underlying insurance contracts and all 
intermediate reinsurers.  

2.6.8. Currency Exchange – When advising the principal or the entity on the es-
timation of the fulfilment cash flows in multiple currencies, the actuary 

should reflect current market expectations of future currency exchange 
rates. 

2.6.9. Discount Rates – When advising the principal or the entity on the deriva-
tion of:  

a. Discount rates for periods beyond those for which observable data 
from an active market are available, the actuary should consider 

how current rates are expected to evolve over time using the best 
information available in the circumstances, including such market 
prices as are observable;  

b. Discount rates for cash flows of insurance contracts, that vary with 
the returns of the entity’s invested assets, the actuary should con-

sider the entity’s investment policy, as applied in practice, taking 
into account the entity’s communications to various stakeholders 
and, where applicable, anticipated policyholder behaviour; 

c. Illiquidity and credit or default adjustments for determining the dis-
count rates, the actuary should consider:  

i. Approaches that are robust and that should be able to be ap-
plied reliably over time and under a variety of market condi-
tions, to reflect the illiquidity of the cashflows underlying the 

relevant liabilities; and 
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ii. The possible methods for calculating such adjustments to ob-

served market rates. Methods include market-based tech-
niques, structural model techniques and expected / unexpected 
credit loss techniques. 

2.6.10. Contracts with Cash Flows that Vary with Returns on Underlying 

Items - When advising the principal or the entity on contracts whose cash 
flows vary with returns on underlying items, the actuary should: 

a. Select discount rates used to calculate the present value of the cash 

flows to measure the fulfilment cash flows that are consistent with 
the investment returns anticipated in the estimates of the future 

cash flows. Returns on assets should be estimated using prospective 
expectations consistent with current market expectations of future 
economic conditions; and  

b. For cash flows which are subject to a floor or a cap, consider the as-
sociated impact, if any, on the estimates of future cash flows, the 

risk adjustment for non-financial risk and the discount rates in the 
projection. 

2.6.11. Maintenance Expenses – When advising the principal or the entity 

on the estimation of cash flows for maintenance expenses such as policy 

administration and claim handling costs, and attributable overheads, the 
actuary should consider factors such as: 

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

b. Expenses expected to arise from fulfilling insurance obligations ex-
isting on the measurement date. This estimate should consider fac-

tors such as the entity’s past experience and current business plans, 
and the impact of future inflation; and  

c. Terms of any outsourcing arrangements. 

2.6.12. Insurance Acquisition Cash Flows – The actuary should be satisfied 

that the allocation of insurance acquisition cash flows to each portfolio of 
insurance contracts is made on a consistent basis.   

2.6.13. Risk Adjustment for Non-Financial Risk – When advising the princi-

pal or the entity on the risk adjustment for non-financial risk, the actuary 

should: 

a. Understand the non-financial risk inherent in the insurance con-
tracts; 

b. In assessing what the entity requires as compensation for bearing 
the non-financial risk:  

i. Reflect the diversification benefit that the entity recognizes at 
the relevant level of consolidation; and  

ii. Consider sources of relevant information, such as the entity’s 

capital management, risk management and pricing policies.  

c. Select a methodology that, at the chosen level of aggregation: 
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i. Uses assumptions that are consistent with those used in the 

determination of the corresponding estimates of future cash 
flows;  

ii. Reflects the risk differences between the portfolios of insurance 

contracts; and 

iii. Allows for the diversification that the entity recognizes. 

d. Make appropriate allowance for mechanisms that result in risk being 
passed to the policyholder (e.g., contracts with participation or ad-
justment features);  

e. Consider whether the difference between the total of the calculated 
gross risk adjustment for non-financial risk and the total of the 

ceded risk adjustment for non-financial risk fairly reflects the com-
pensation that the entity requires for bearing the uncertainty of its 
net exposure; and  

f. When advising on the confidence level disclosure required by IFRS 
17, where risk adjustment for non-financial risk has not been deter-

mined using a confidence level approach, consider: 

i. The ability to diversify non-financial risk over the entity’s con-
solidated business; and 

ii. The inherent uncertainty in the translation to a confidence level 
and the need to describe such uncertainty in the report. 

2.6.14. Aggregation and Contractual Service Margin (CSM) – The actuary 
should treat the processes of: 

a. Identification of portfolios of insurance contracts; 

b. Allocation of individual insurance contracts into portfolios of insur-

ance contracts, and division of each portfolio of insurance contracts 
into groups of insurance contracts; 

c. Treatment of the loss component on onerous contracts;  

d. Determination of the coverage units; and 

e. Roll forward of the CSM 

as being subject to ISAP 1 paragraph 2.7. or 2.8. 

The actuary should disclose in the report changes in the above pro-

cesses, including the rationale for and impact of the changes. 

2.7. The Premium Allocation Approach (PAA) – When advising the principal or 

the entity in relation to the use of the PAA for a group of insurance contracts, the 
actuary should: 

2.7.1. At initial recognition if the coverage period is longer than one year, con-
sider: 

a. Differences between the expected patterns of insurance revenue un-

der the general measurement approach and under the PAA;  
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b. Differences between the expected timing of cash flows under the 

general measurement approach and the insurance revenue under 
the PAA, resulting in different adjustments for the time value of 
money; and 

c. Whether future assumption changes under the general measure-
ment approach would render the simplification invalid 

when assessing whether material differences between the respective car-

rying amounts of the liabilities for remaining coverage under the PAA and 

the general measurement approach are reasonably expected to arise; 

2.7.2. Assess whether insurance contracts in the group have a significant fi-
nancing component, advise the principal or the entity, and measure the 

liability accordingly; 

2.7.3. Be aware of whether the entity has chosen in accordance with IFRS 17 to 

recognize insurance acquisition cash flows as expenses when it incurs 
those costs and determine the liability in accordance with the entity’s 
choice; 

2.7.4. Be aware of whether the entity has chosen to reflect the time value of 
money and the effect of financial risk, when not required to do so, and 

determine the liability in accordance with the entity’s choice; and 

2.7.5. Consider whether facts and circumstances indicate that the group of in-
surance contracts is or has become onerous and advise the principal or 

the entity accordingly. 

2.8. The Variable Fee Approach  – In using the variable fee approach, the actuary 

should apply the guidance in paragraph 2.6., except for 2.6.6. (Reinsurance Con-
tracts Held) and 2.6.7. (Reinsurance Contracts Issued), as the variable fee ap-

proach does not apply to reinsurance. 

2.9. Financial Statement Presentation and Disclosure  

2.9.1. Where the information provided by the actuary will be used in financial 
statement presentation and disclosure:  

a. The actuary should provide the related information needed to com-
ply with the relevant presentation and disclosure requirements of 

IFRS 17 and the entity’s accounting policies; and 

b. If the actuary becomes aware that such information is used in the 
presentations and/or disclosures incorrectly or inappropriately, the 

actuary should discuss and report these issues to the principal. 

2.9.2. In providing advice on the disclosures of reconciliations where the order 

of calculations alters the information disclosed, the actuary should apply 
a consistent order of calculation across all reconciliations and from period 
to period, or disclose any change, including the rationale for and impact 

of the change, in the report. 

2.10. Transition – When advising the principal or the entity on whether a full  retro-

spective application of IFRS 17 at transition is impracticable, the actuary should 
take into consideration factors such as: 
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a. The availability and integrity of the past data that are required to de-

termine the fulfilment cash flows; 

b. The availability and integrity of information on past products; 

c. The availability, without the benefit of hindsight, of sufficient data to 

determine the initial assumptions and subsequent changes that the en-
tity would have adopted over the lifetime of the insurance contracts; 

d. The method that would have been used to adjust past known interest 
rates to achieve the rates that reflect the characteristics of the insur-
ance contracts; and 

e. The difficulty, without the benefit of hindsight, in evaluating the past 
risk adjustment for non-financial risk and the entity’s use of discretion. 
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Section 3. Communication 

3.1. Disclosures – In addition to complying with ISAP 1 Section 3. Communica-
tion, the actuary should disclose in the report: 

3.1.1. Information regarding a change in assumptions or method, whether 
arising from a consistent or changed process;  

3.1.2. Changes in processes, together with the rationale for and impact of 
the changes, related to:  

a. The identification, combination, aggregation, separation, recog-

nition, derecognition and modification (2.4.); 

b. The selection of the measurement approach (2.5.);  

c. The process for updating assumptions (2.6.2.);  

d. Aggregation and CSM (2.6.14.); and 

e. The order of calculation on reconciliations provided for financial 

statement presentation and disclosure (2.9.2.); and 

3.1.3. When the risk adjustment for non-financial risk has not been deter-

mined using a confidence level approach, the uncertainty inherent in 
the translation to a confidence level (2.6.13.f.). 
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