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Subject SA1 
 
 

CMP Upgrade 2017/18 
 
 

CMP Upgrade 
 
This CMP Upgrade lists the changes to the Syllabus objectives, Core Reading and the 
ActEd material since last year that might realistically affect your chance of success in 
the exam.  It is produced so that you can manually amend your 2017 CMP to make it 
suitable for study for the 2018 exams.  It includes replacement pages and additional 
pages where appropriate.  Alternatively, you can buy a full set of up-to-date Course 
Notes / CMP at a significantly reduced price if you have previously bought the full-
price Course Notes / CMP in this subject.  Please see our 2018 Student Brochure for 
more details. 

 
 
This CMP Upgrade contains: 
 
 all significant changes to the Syllabus objectives and Core Reading. 
 
 additional changes to the ActEd Course Notes, Question and Answer Bank and 

Series X Assignments that will make them suitable for study for the 2018 exams. 
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1 Changes to the Syllabus objectives 

There have been no changes to the Syllabus objectives for 2018. 
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2 Changes to the Core Reading 

This section contains all the changes to the Core Reading.  
 
Throughout the course references to April / May 2016 have been updated to refer to 
April / May 2017. 
 
 
Chapter 3 
 
Page 13 
 
The first sentence of the final paragraph in the ‘Employment and Support Allowance’ 
section has been amended to read: 
 
A new Universal Credit system started to be rolled out during 2013, with full 
implementation expected in late 2017.   
 
 
Chapter 6 
 
Page 14 
 
The second paragraph of Core Reading has been amended to read: 
 
The Moratorium has since been extended to 2019, with a review planned for 
2016.  (As at April 2017 our understanding is this review is ongoing, and no 
conclusion has been reached yet).” 
 
 

Chapter 9 
 
Throughout the chapter the current rate of corporation tax has been updated to 19% and 
insurance premium tax has been updated to 10% 
 
Page 1 
 
The first paragraph of Core Reading has been amended to read: 
 
The taxation of UK insurers is a rapidly evolving area.  Chapters 9 and 10 reflect 
the position at April 2017.  The student is advised, however, to keep abreast of 
developments by reading the financial and insurance press. 
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The final paragraph of Core Reading on this page has been amended to read: 
 
Nor do they consider anti-avoidance measures, such as the new UK Diverted 
Profits Tax which was introduced with effect from 1 April 2015 and the anti-
hybrid legislation which took effect from 1 January 2017. 
 
Page 5 
 
The following Core Reading has been added before Section 1.1: 
 
It should be noted that Finance Bill 2017 contains draft legislation containing 
restrictions on the utilisation of corporate tax losses from 1 April 2017.  These 
restrictions remain subject to discussion as applicable to health and care 
insurance companies and therefore are not covered in detail in this course.  
Broadly, the restrictions are likely to limit the use of trading losses carried 
forward against 50% of profits, but to increase greater flexibility in the use of 
trading losses arising on or after 1 April 2017 against profits of the UK group 
(subject to the 50% cap ).  The 50% rule is not expected to apply to I minus E 
reliefs. 
 
Page 11 
 
The third paragraph of Core Reading has been amended to read: 
 
In a proprietary company, the shareholder profit would be expected to be 
material and further calculation is required.  This is because HM Revenue & 
Customs (HMRC) requires part of the profit to be taxed at the more usual rate of 
corporation tax (19% as at April 2017).   If the corporation tax rate and 
policyholder rate are the same, the split between policyholder and shareholder 
profit does not have a direct impact. 
 
Page 24 
 
The Core Reading in Section 7.5 has been amended to read: 
 
If the critical illness policy is deemed to be general insurance business (ie it 
does not meet the conditions in Section Error! Reference source not found.), 
premiums are subject to insurance premium tax (IPT), currently at the rate of 10% 
(April 2017).  The standard rate will increase to 12% from 1 June 2017 which at 
the time of writing has not been enacted. 
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Chapter 10 
 
Throughout the chapter the current rate of insurance premium tax has been updated to 
10%. 
 
Page 10 
 
The following Core Reading has been added to Section 4.3: 
 
 (The Government intends to bring forward the instalment payment dates by four 
months for these companies or groups with annual taxable profit over £20 
million with effect from 1 April 2019, but this has not been legislated).   
 
Page 13 
 
The first paragraph of Core Reading has been amended to read: 
 
Insurance premiums are exempt from VAT in the UK, but most are subject to an 
insurance premium tax (IPT) currently at the rate of 10% (April 2017).  The 
standard rate will increase to 12% from 1 June 2017 under legislation in Finance 
(No. 2) Bill 2017, which at the time of writing has not been enacted. 
 
 
Chapter 11 
 
Page 2 
 
The Core Reading at the bottom of the page has been amended to read: 
 
The regulation and supervision of UK insurers are rapidly evolving areas.  
Chapters 11 to 14 reflects the position at April 2017.  The student is advised, 
however, to keep abreast of developments by reading the financial and 
insurance press. 
 
Page 7 
 
The second bullet point list has been amended to read: 
 
The FCA Handbook includes the Principles mentioned above and also: 

 SYSC (“Senior Management arrangements, systems and controls”) – this 
outlines requirements regarding running the company including 
compliance, risk management and outsourcing. 
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 Business Standards – sets out the requirements that will affect companies 
in their day to day business, particularly market conduct.  Of particular 
interest are COBS and ICOBS (“Insurance Conduct of Business 
Sourcebook”). 

ICOBS covers the regulation of sales of pure protection life insurance products 
and general insurance products; its primary concern is the latter. 

 COBS (“Conduct of Business Sourcebook”) – contains the conduct of 
business rules that apply to insurance companies, including the specific 
rules for the conduct of with-profits business.  

 Regulatory Processes – describes the operation of the regulators’ 
supervisory and disciplinary functions.  This also includes details on the 
roles and duties of actuaries and their appointment. 

 Redress – covers the rules for dealing with complaints from, and paying 
compensation to, customers.  

 Regulatory Guides – in particular the RPPD (“The Responsibilities of 
Providers and Distributors for the Fair Treatment of customers”) which 
outlines the FCA expectations in terms of providers in meeting the 
requirements of Principle 6 treating customers fairly and other Principles.  
The FCA “Principles for Business” are outlined in Section 3 of Chapter 14. 

 
Page 11 
 
The following Core Reading has been added below the bullet point list: 
 
In addition there are a number of reports that firms have to provide to the FCA 
such as the Product Sales data returns as well as a number of ad hoc 
information requests. 
 
 
Chapter 13 
 
Page 25 
 
The following Core Reading has been added to the end of Section 3.2: 
 
Adj would be expected to be negative (or zero). 
 
Page 29 
 
The third paragraph has been amended to read: 
 
In the UK, the approval process is known as the Internal Model Approval Process 
(IMAP). 
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Chapter 14 
 
Page 10 
 
The first paragraph of Core Reading in Section 3.1 has been amended to read: 
 
Guidance given by the Financial Reporting Council in TAS 200 states that 
communications for work that requires projection of cashflows under alternative 
scenarios “shall describe how any changes in the assumption about the exercise 
of discretion in the alternative scenarios considered are consistent with the fair 
treatment of the policyholders affected”.   
 
Page 25 
 
The first paragraph in Section 6.5 has been amended and ActEd text added following it.  
It now reads: 
 
Phase II of the IASB’s insurance accounting project has been progressing 
slowly.  The final standard is currently expected to be issued in 2017, with the 
effective date being in 2021.  
 
The final standard was published in May 2017 with the effective date as expected. 
 
Page 30 
 
The paragraph of Core Reading between the bullet points lists regarding with profits 
liabilities has been deleted. 
 
Page 36 
 
The first sentence under the ‘Liabilities’ heading has been amended to read: 
 
The main Financial Accounting Standards that are relevant for health and care 
insurance products are: 
 
The following Core Reading has been deleted: 
 
Specific rules exist for with-profits business which allow for a similar treatment 
of the estate as the FFA under “Old UK GAAP” rules. 
 
The second bullet point under the heading ‘FAS 97’ has been amended to read: 
 
 investment – similar to the above, except that there is no (or very little) 

insurance protection (eg long-term care contract with no guarantees) 
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Page 37 
 
The section ‘FAS 120’ has been deleted. 
 
 
Chapter 15 
 
There have been significant changes to the material in this chapter.  Sections 0, 1 and 2 
have been largely re-written.  In Section 3, APS X1 has been added to the list of 
relevant Actuarial Practice Standards.  A replacement chapter is included. 
 
 
Chapter 23 
 
Page 12 
 
The OECD data in the final three bullet points has been updated to 2014 data.  The only 
changes to values are in the final bullet point which now reads: 
 
● In the UK, where all residents are covered by the NHS system (financed by 

general taxation), private health insurance accounted for only around 4% 
of total expenditure on health in 2014, with private “out-of-pocket” 
expenditure being higher at 15%. 

 
Page 13 
 
The source at the top of the page has been updated to the 2016 version of the statistics. 
 
Page 28 
 
In the first sentence of Section 6.4, the OECD Health Statistics reference has been 
updated to 2015. 
 
Page 29 
 
The first paragraph of Core Reading has been amended to read: 
 
The United States spent around $8,700 per person on healthcare in 2013, which 
was considerably higher than the $3,450 per person average across all OECD 
countries.  The next highest per person amounts (Switzerland) were much lower 
than the United States per person spending, but still some 80% higher than the 
OECD average.   
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Chapter 24 
 
Page 14 
 
The final sentence of Core Reading in Section 2.4 has been amended to read: 
 
The Care Act, which passed into law in May 2014, is intended to provide the 
legislative framework for the implementation of the “capped cost” reforms to 
long-term care funding (originally expected to come into force in April 2016, but 
delayed until 2020), and support the growth of a privately funded care market. 
 
 
Chapter 26 
 
The definition of Insurance Premium Tax (IPT) has been amended to read: 
 
Insurance premiums are exempt from VAT in the UK, but most general insurance 
premiums are subject to an insurance premium tax (IPT), currently (May 2017) at 
the rate of 10.0%.  Note IPT is increasing to 12% from June 2017.   
 
So, for example, this tax is levied on PMI premiums. 
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3 Changes to the ActEd Course Notes 

This section contains all the non-trivial changes to the ActEd text.  
 
Throughout the course references to April / May 2016 have been updated to refer to 
April / May 2017. 
 
Chapter 2 
 
Page 20 
 
The following ActEd text has been added : 
 
The needs listed in the Core Reading above can be applied to other health and care 
insurance products too.  For example, tax efficiency will always be a consideration for 
an employer in the provision of benefits for its staff.  Within the PMI market, this has 
led to some insurers offering Healthcare as Medical Trusts.  These operate as a pot of 
money paid by the employer that is used to pay for employees medical costs,  It is not 
insurance, if the fund runs out the employer will have to contribute more.  The insurer 
administers the ‘claims’ from the fund on behalf of the employer.  As these trusts are 
not insurance products, no IPT is payable and so there may be a significant cost 
reduction compared to standard group PMI. 
 
 
Chapter 4 
 
Page 12 
 
The ActEd material in Section 2.3 has been amended to read: 
 
Unit-linked products can provide flexibility for the customer in terms of: 

● investment choice 

● level of protection 

● level of investment 

● extent of guarantees. 
 
Unit-linking also allows product types to be combined very easily, by way of riders to 
other unit-linked products.  For example: 

● CI insurance riders to flexible endowment or whole life products 

● LTCI riders to unit-linked CI or life insurance products. 
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Chapter 5 
 
Page 8 
 
In the example at the bottom of the page, the first sentence has been amended to read: 
 
Premiums on PMI are not currently eligible for tax relief, indeed they are subject to 
Insurance Premium Tax (IPT), currently 10% (increasing to 12% from June 2017).   
 
Page 11 
 
The following text has been added to Section 1.5 on LTCI: 
 
The more standard LTCI policies are based on the immediate needs annuity product.  
There are variants available which offer some return of investment on death within the 
first six months, protection of up to 75% of the initial investment (less any benefit 
payments made) and deferred periods of up to 5 years. 
 
Page 28 
 
The first two paragraphs on private medical insurance have been amended to read: 
 
As outlined in an earlier chapter, the government set out the Five Year Forward Plan for 
the NHS in 2014.  However, despite plans and improvements there is still significant 
concern over the long-term sustainability of the NHS.  As long as this continues there 
will be a role for private health insurance in the future. 
 
The National Audit Office published a report at the end of 2016 outlining its concerns 
about the unsustainability of the NHS’s financial position.  It commented that, at that 
time, more than two thirds of health trusts were in deficit and there were indications that 
this was having a knock-on impact on services and quality of care.  There is no single 
reason for the financial issues but targets around efficiency savings, issues recruiting 
staff and increasing demand for healthcare (eg due to demographic changes) are all 
having a significant impact. 
 
Page 31 
 
The final paragraph in Section 5.2 has been amended to read: 
 
Individual premiums on PMI policies will also incur Insurance Premium Tax (currently 
10% in May 2017, increasing to 12% from June 2017). 
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Chapter 6 
 
Page 36 
 
The following text has been added after the first paragraph: 
 
The use of genetic information to help produce drugs that are targeted to an individual 
patient’s particular cancer is also leading to improvements in survival rates for some 
cancers. 
 
 
Chapter 7 
 
Page 16 
 
The first paragraph in the example has been amended to read: 
 
“VitalityHealth” from the Discovery Group is an interesting individual PMI product.  It 
gives premium discounts and a range of retail benefits (eg up to 40% off British 
Airways flights and free cinema tickets), which are based on the insured’s previous 
claims experience and on his or her participation in health-improving activities, such as 
achieving a minimum number of ‘steps’ per day, gym attendance and buying healthy 
foods.  It also offers discounts to encourage healthy activities, for example reduced gym 
membership fees and discounts on purchases such as trainers and bikes. 
 
 
Chapter 8 
 
Page 20 
 
The ActEd material in section 4.3 beneath the Core Reading has been amended to read: 
 
For example, an insurer may be taxed on the investment returns it makes, but could 
claim tax relief on its expenses.  Then by reinsuring its business, the insurer can pass 
this excess investment return to the reinsurer.  It will still incur expenses, so the 
insurer’s overall tax bill will be reduced.   
 
However, the reinsurer may be taxed on its profits.  Most of the investment return will 
be used to meet claims, but some will be held back as profit for the reinsurer.   
 
So, overall less tax would be paid if reinsurance can be used in this way. 
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Chapter 9 
 
Throughout the chapter the current rate of corporation tax has been updated to 19% and 
insurance premium tax has been updated to 10% 
 
Page 9 
 
The final sentence in the second paragraph after the example has been amended to read: 
 
Tax has effectively already been paid on dividend income because dividends are paid 
from companies’ post-tax profits. 
 
Page 11 
 
The text below the third paragraph of Core Reading has been amended to read: 
 
The rate of corporation tax has been reduced gradually each year since 2010, so was 
higher than the policyholder rate before 1 April 2015.  So the split between policyholder 
and shareholder profit has an impact if we are considering tax years before 2015 or after 
2017.  From 2015 – 2016 the rate of policyholder tax and corporate tax were the same 
(20%).   
 
Page 13 
 
The ActEd text before Question 9.2 has been amended to read: 
 
There now follows three questions to test your understanding of this topic.  Use a tax 
rate of 20% for BLAGAB I-E and 19% for non-BLAGAB trading profits.  
 
Page 15 
 
The final paragraph has been amended to read: 
 
We shall uses these rates in the numerical calculation that follows.  For simplicity we will 
also assume that there is no dividend income in the following example. 
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Page 19 
 
The second to last paragraph of ActEd text has been amended to read: 
 
However, in the minimum profits calculation, the reduction in I is likely to be more or 
less offset by a reduction in the value of the liabilities.  This is because (ignoring any 
mismatching effects), prices of bonds will fall, leading to increased prospective yields, 
and so the discount rate that is used to calculate the liabilities can be increased.   
 
Page 20 
 
The ActEd text after the final bullet point on the page has been amended to read: 
 
Remember that when the minimum profits test bites, I–E is altered so that it equals the 
minimum profit and XSE is carried forward. 
 
Page 35 
 
The solutions to questions 9.2, 9.4 and 9.5 have been updated to use a 19% corporation 
tax rate.  The solution to question 9.2 is now 23.8, the solution to question 9.4 is 3.8 and 
the solution to 9.5 is 153. 
 
 
Chapter 11 
 
Page 9 
 
The ActEd text in Section 2.6 has been amended to read: 
 
For example, in November 2016 the PRA issued SS20/16 which is aimed at all insurers 
and highlights the PRA’s view of reinsurance counterparty risk and how this is expected 
to be allowed for under Solvency II. 
 
Page 11 
 
The paragraph of ActEd text in Section 3.2 has been deleted. 
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Page 12 
 
The final paragraph in Section 4.1 has been amended to read: 
 
At the time of writing (May 2017) it is unclear what will happen to existing passporting 
arrangements following the UK’s exit from the EU.  Similarly, it is not known how any 
similar future arrangements may work.  It may be possible for the UK to be included 
within any rules in a similar way to Norway and Iceland if it remains within the EEA 
but this is not yet known. 
 
Page 19 
 
The bullet point list under the heading ‘PRA Rulebook and FCA Handbook’ has been 
amended to read: 
 
Sections of the FCA Handbook include: 

● Senior management arrangements, systems and controls (SYSC) 

● Business Standards 

● Conduct of Business Sourcebook (COBS) 

● Regulatory Process 

● Redress 

● Regulatory Guides (eg Responsibilities of Providers and Distributors for the Fair 
Treatment of customers (RPPD)). 

 
 
Chapter 12 
 
Page 1 
 
The following sentence has been added to Section 0: 
 
The future of solvency regulations within the UK once it leaves the EU are uncertain.  
 
Page 10 
 
The final sentence of ActEd text has been amended to read: 
 
As mentioned above, it is not clear what the UK’s position will be once it leaves the 
EU. 
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Chapter 13 
 
Page 28 
 
The third paragraph of ActEd material on this page has been amended to read: 
 
The concept of non-separability refers to situations when if two events happen together, 
the combined impact is worse than if they had happened separately.  For example, 
consider longevity risk and expense risk for immediate annuities.  If policyholders live 
longer than expected and per policy expenses are higher than expected, there is an 
additional combined impact due to having these higher than expected expenses payable 
for longer than expected.  If you considered the two risk factors separately, you 
wouldn’t be allowing for this additional combined effect.  
 
Page 33 
 
The following ActEd material has been added after the first sentence of Section 6. 
 
This means that the company does not have to make any allowance in its Solvency II 
liabilities for the repayment of subordinated debt.  Hence capital raised through the 
issue of subordinated debt is included in “own funds”. 
 
Page 36 
 
In the ‘Internal models’ section, IMAP has been amended to stand for Internal Model 
Approval Process. 
 
 
Chapter 14 
 
Page 13 
 
The first paragraph of ActEd text on this page has been amended to read: 
 
The legislation outlined in this section is based on the Court of Justice of the European 
Union rulings.  Following the UK’s vote to leave the EU these may be subject to change 
in the future, however this is uncertain at the time of writing (April 2017). 
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Page 22 
 
The ActEd bullet point list has been amended to read: 

● Phase I broadly applied existing IFRSs to entities that issued insurance 
contracts. 

● Phase II is a comprehensive project on accounting for insurance contracts 
addressing issues on a fresh-start basis.  It has taken many years to complete.  
An Exposure Draft of a Phase II standard was first published in the summer of 
2010 and subsequent versions have since been released. 

● The publication of the final Phase II standard on accounting for insurance 
contracts (IFRS 17) happened in May 2017, with an implementation date of 1 
January 2021. 

 
Page 23 
 
The final sentence of material in Section 6.2 has been amended to read: 
 
Entities whose business is predominantly insurance may be able to defer its adoption 
until the effective date of the Phase II IFRS for insurance contracts. 
 
Page 44 
 
The final paragraph has been amended to read: 
 
Phase II of the IASB’s insurance accounting project progressed slowly over many 
years.  A new standard was published in mid-2017 for implementation from 2021. 
 
 
Chapter 20 
 
Page 25 
 
The first two paragraphs of ActEd text have been amended to read: 
 
The Continuous Mortality Investigation (CMI) of the Institute and Faculty of Actuaries 
regularly produces reports and working papers on group and individual IP experience in 
the UK.  The most recent publication is Working Paper 96, which considers IP 
inception and termination experience for 2007-10. 
 
Working paper 89 introduced the AC08 table for accelerated critical illness based on 
experience for 2007-10.  Working paper 75 provides some commentary on both 
accelerated CI and stand-alone CI for the same period. 
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Chapter 23 
 
Page 29 
 
The following text has been added to the last paragraph of ActEd text: 
 
At the time of writing (April 2017) this Act is still in force, although Executive Orders 
signed by the current President have amended some of the features of the Act. 
 
 
Chapter 24 
 
Page 5 
 
The first paragraph of ActEd text has been amended to read: 
 
For stand-alone critical illness insurance, to date there have been too few claims to issue 
a table of claim diagnosis rates that is fully credible at all ages of interest.  However, in 
Working Paper 89 the CMI has published tables for accelerated critical illness. 
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4 Changes to the Q&A Bank 

All changes to the Q&A Bank are given below.  
 
 
Q&A Part 2 
 
Solution 2.1 
The rate of corporation tax throughout the solution has been updated to 19%. 
 
 
Q&A Part 5 
 
Question 5.1(ii) 
 
The text before part (iii) of the question has been amended to read: 
 
It has been suggested to you that one way to overcome some of these difficulties is for 
your company to tighten its policy wording so that it is clearer that only treatment for 
acute conditions will be covered. 
 
Solution 5.7(iii) 
 
The bullet points at the top of page 40 have all been increased to ½ mark. 
 
The next-but-one point has also been increased to ½ mark: 
 
Social health insurance contributions are likely to be salary-related and almost never 
risk-related.   [½] 
 
The next set of bullet points have also all been increased to ½ mark, with a maximum of 
2 for this list. 
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5 Changes to the X Assignments 

All changes to the X Assignments are given below.  
 
 
Assignment X2 
 
Solution X2.4(i) 
 
A number of changes have been made to this part of the solution to reflect the Core 
Reading changes.  Replacement pages are attached. 
 
 
Assignment X3 
 
Question X3.1 
 
Reference to ‘without-profits’ has been removed from the question. 
 
Question X3.2 
 
Reference to ‘non-life’ has been removed from the question. 
 
 
 



SA1: CMP Upgrade 2017/18 Page 21 

The Actuarial Education Company © IFE: 2018 Examinations 

6 Other tuition services 

In addition to the CMP you might find the following services helpful with your study. 
 
 

6.1 Study material 

We also offer the following study material in Subject SA1: 

● Mock Exam A 

● Additional Mock Pack 

● P1 Multiple-choice Booklets. 
 
For further details on ActEd’s study materials, please refer to the 2018 Student 
Brochure, which is available from the ActEd website at www.ActEd.co.uk. 
 
 

6.2 Tutorials 

We offer Regular and Block Tutorials (lasting two full days) in Subject SA1. 
 
For further details on ActEd’s tutorials, please refer to our latest Tuition Bulletin, which 
is available from the ActEd website at www.ActEd.co.uk. 
 
 

6.3 Marking 

You can have your attempts at any of our assignments or mock exams marked by 
ActEd.  When marking your scripts, we aim to provide specific advice to improve your 
chances of success in the exam and to return your scripts as quickly as possible. 
 
For further details on ActEd’s marking services, please refer to the 2018 Student 
Brochure, which is available from the ActEd website at www.ActEd.co.uk. 
 
 

6.4 Feedback on the study material 

ActEd is always pleased to get feedback from students about any aspect of our study 
programmes.  Please let us know if you have any specific comments (eg about certain 
sections of the notes or particular questions) or general suggestions about how we can 
improve the study material.  We will incorporate as many of your suggestions as we can 
when we update the course material each year. 
 
If you have any comments on this course please send them by email to SA1@bpp.com. 
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All study material produced by ActEd is copyright and is sold 
for the exclusive use of the purchaser.  The copyright is owned 

by Institute and Faculty Education Limited, a subsidiary of 
the Institute and Faculty of Actuaries. 

 
 

Unless prior authority is granted by ActEd, you may not hire 
out, lend, give out, sell, store or transmit electronically or 

photocopy any part of the study material. 
 
 

You must take care of your study material to ensure that it is 
not used or copied by anybody else. 

 
 

Legal action will be taken if these terms are infringed.  In 
addition, we may seek to take disciplinary action through the 

profession or through your employer. 
 
 

These conditions remain in force after you have finished using 
the course. 
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Chapter 15 
 
 

Professional standards and guidance 
 
 

Syllabus objective 
 
(e) Describe the principles underlying the requirements of the professional 

standards and guidance relevant to actuaries practising in or advising UK 
health and care operations. 

 
 

0 Introduction 

In this chapter we study the actuarial professional standards and guidance relevant to 
the UK health insurance industry.  You should already be aware at least of the existence 
of these and may have even read some.   
 
When carrying out work for a UK insurance company an actuary (or actuarial 
student) must comply with all relevant requirements under the Financial Services 
and Markets Act 2000 (FSMA), together with any professional standards or 
guidance relevant to the work being carried out and the professional body to 
which he or she belongs.  
 
The Institute and Faculty of Actuaries (IFoA) is responsible for setting and 
maintaining ethical standards for its members.  In addition to the overarching 
ethical code of the IFoA, the Actuaries’ Code, the IFoA has in place a number of 
cross-practice and practice specific Actuarial Profession Standards (APSs)  
Members are required to comply with all applicable provisions of APSs.   
 
The Actuaries’ Code is covered in the next section, which describes professional 
guidance generally.  We give more details on Technical Actuarial Standards below and 
in Section 2.  Actuarial Profession Standards and other guidance relevant to health 
insurance are discussed in Section 3. 
 
Responsibility for setting and maintaining standards that are deemed to be 
“technical” in nature rests with the Financial Reporting Council (FRC), which 
acts as an oversight body for the actuarial profession in the UK.  
 
The FRC is independent of the IFoA. 
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In December 2016, the FRC published a new framework of Technical Actuarial 
Standards (TASs) which will apply to ‘technical actuarial work’ completed on or 
after 1 July 2017.   
 
‘Technical actuarial work’ is defined by the FRC as work performed for a user: 

 where the use of principles and/or techniques of actuarial science is 
central to the work and which involves the exercise of judgement; or  

 which the user may reasonably regard as technical actuarial work by 
virtue of the manner of its presentation. 

 
It is not limited to work undertaken by an actuary. 
 
Compliance with the TASs is mandatory for all members of the IFoA undertaking 
‘technical actuarial work’ within the FRC’s UK Geographic Scope. 
 
The UK Geographic Scope is defined by the FRC as “work done in relation to the 
UK operations of entities, as well as to any overseas operations which report 
into the UK, within the context of UK law or regulation” (the FRC’s Framework, 
paragraph 5.5). 
 
However, the FRC encourages wider adoption. 
 
More about the FRC’s framework of TASs is provided in Section 2 below.   
 
The IFoA also provides non-mandatory guidance and resource material to assist 
members in meeting their professional obligations. 
 
You should already be aware at least of the existence of these standards and guidance 
and may already have read some.  The relevant websites can be found by following the 
“Upholding standards” link from the main menu at www.actuaries.org.uk.  From here 
you can access the “Professional Standards Directory” which includes all the mandatory 
guidance maintained by the IFoA.  You can find the FRC website via the Professional 
Standards Directory or directly at http://www.frc.org.uk/Home.aspx. 
 
The FRC and the IFoA have made a number of changes to their professional standards 
and guidance in recent years.  For example, as you work through the suggested reading 
you may come across references to the Board for Actuarial Standards (BAS), which 
used to be the part of the FRC responsible for actuarial standards until the FRC took 
direct control and the BAS was disbanded.  Further changes may continue to be made 
over time, eg to incorporate changes in legislation. 
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Descriptions of the standards, materials and resources in this Unit reflect the up-
to-date versions as at 1 May 2017.  Students are not required to have knowledge 
of changes made after this date for the purpose of Subject SA1.  However, if your 
answer to an exam question reflects knowledge of such changes, this answer 
will, in principle, be acceptable.  
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1 Professional standards  

The Professional Standards Directory, which can be found on the IFoA’s website, 
contains an up-to-date version of the Actuaries’ Code and copies of all current 
APSs.  The “Upholding Standards” section of the website contains copies of all 
non-mandatory guidance and resource material published by the IFoA. 
 
The Actuaries' Code applies at all times to members’ conduct in their work as 
actuaries and is taken into consideration where members’ conduct in other 
contexts could reasonably reflect on the actuarial profession.  The Code sets out 
five core principles that all members of the IFoA are expected to observe to 
support the IFoA in acting in the public interest.   
 
The five core principles are: 

 integrity 

 competence and care 

 impartiality 

 compliance 

 communication.  
 
The content of the Actuaries’ Code is outside the scope of this Subject, however 
all members (students and actuaries) of the IFoA are expected to be familiar with 
the Code and comply with its principles. 
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2 Technical Actuarial Standards 

This section describes the scope and purpose of the TASs that are relevant to health and 
care. 

Subject SA1 students are expected to be familiar with the underlying principles 
of the relevant TASs, but will not be examined on the detail. 

In other words, you should learn and understand the content of this section.  However, 
for background reading for the exam, and to help your career, we recommend that you 
read the relevant TASs at least once.  These can be accessed on the FRC website. 

The FRC published a revised framework of TASs in December 2016 which are 
effective for technical actuarial work completed on or after 1 July 2017. 

This framework is covered in Section 0. 

For work carried out before 1 July 2017, members will need to have regard to the 
FRC’s original framework of TASs (covered in Section 2.1 below).   

Both frameworks can be found on the Actuarial Policy page of the FRC’s 
website.  Links to the TASs can also be found on the Professional Standards 
Directory page of the IFoA’s website. 

The TASs are principles-based rather than being overly prescriptive and rules-based, 
and thus require an element of judgement and interpretation.  They contain few 
references to legislation and regulation, in order to avoid needing frequent updating. 

2.1 Pre 1 July 2017 TAS Framework  

For work completed before 1 July 2017, members will need to have regard to the 
FRC’s original framework of TASs.  This consisted of three Generic TASs 
applying to a wide range of actuarial work as well as four Specific TASs in the 
areas of Pensions, Insurance, Transformations and Funeral Plans.  A separate 
‘Scope and Authority’ document describes the general scope and authority of 
the TASs, with each ‘Specific TAS defining its particular scope. 

You will see references to the original TASs in past exam questions. 

Generic TASs 

A Generic TAS is a standard that applies to any work which is commonly (or 
exclusively) performed by actuaries and which falls within the scope of one or more of 
the Specific TASs (see below).   
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The three Generic TASs were:   

 TAS D which ensured that data used in the preparation of reports was 
subject to sufficient scrutiny and checking so that users could rely on the 
resulting actuarial information, and that appropriate actions were taken 
where data was inaccurate or incomplete. 

 TAS M ensured that actuarial models used in the preparation of reports 
sufficiently represented the issues on which decisions were to be based, 
and were fit for purpose both as theoretical concepts and as practical 
tools.  Further, TAS M required that models be properly documented and 
that significant limitations and their implications be reported. 

 TAS R which ensured that the reporting of actuarial work included 
sufficient information to enable users to judge the relevance and 
implications of the report’s contents, and that the information was 
presented in a clear and comprehensible manner.   

 
Specific TASs 
 
In addition to the Generic TASs, members carrying out work that will be 
completed before 1 July 2017 needed to have regard to any Specific TASs under 
the original TAS framework which might have applied.  Of most relevance to this 
Subject was the Insurance TAS. 
 
Insurance TAS 
 
This applied to all reserved work (ie where there was a regulatory or legal 
obligation that this work be performed by a qualified actuary) concerning 
insurance business, and any work concerning insurance business which was 
used in reports.  The scope included work relating to the production of financial 
statements, regulatory or supervisory reports, embedded value reports, pricing, 
business reorganisations, and the exercise of discretion in relation to premiums 
or benefits.   
 
The purpose of the Insurance TAS was to ensure that management and 
governing bodies of insurers could understand and rely on the information 
supplied by their actuaries, and appreciate its limitations.  It also required that 
information provided to policyholders was relevant, comprehensible and 
sufficient for their needs. 
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Transformations TAS 
 
Another TAS of relevance to health and care insurance actuaries was the 
Transformations TAS.  This gave more detail on principles that should be applied 
in actuarial work relating to business reorganisations which affect policyholders, 
including Part VII transfers.  The principles in the Transformations TAS have 
been transferred to the revised Specific TASs under the new post 1 July 2017 
framework. 
 
 

2.2 Post 1 July 2017 TAS framework 

The new framework of TASs consists of: 

 a framework document 

 a Generic TAS 

 three revised Specific TASs 

 a glossary of defined terms used in the TASs. 
 

Framework document 
 
The Framework for FRC technical actuarial standards sets out the authority, 
scope and application of the TASs and also sets out the FRC’s Reliability 
Objective 

 
The Reliability Objective provides that “Users for whom actuarial information is 
created should be able to place a high degree of reliance on that information’s 
relevance, transparency of assumptions, completeness and comprehensibility, 
including the communication of any uncertainty inherent in the information.”  

 
Generic TAS 

 
Technical Actuarial Standard 100: Principles for Actuarial Work comprises six 
high level outcome-focused principles which are applicable to all technical 
actuarial work carried out within the FRC’s UK Geographic Scope and sets out 
the standard of technical actuarial work that users are entitled to expect. 
 
This is TAS 100. 
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The purpose of TAS 100 is to promote high quality technical actuarial work.  The six 
high level principles are: 

 Judgement shall be exercised in a reasoned and justifiable manner; material 
judgements shall be communicated to users so that they are able to make 
informed decisions understanding the matters relevant to the actuarial 
information. 

 Data used in technical actuarial work shall be appropriate for the purpose of that 
work so that users can rely on the resulting actuarial information. 

 Assumptions used, or proposed for use, in technical actuarial work shall be 
appropriate for the purpose of that work so that users can rely on the resulting 
actuarial information. 

 Models used in technical actuarial work shall be fit for the purpose for which 
they are used and be subject to sufficient controls and testing so that users can 
rely on the resulting actuarial information. 

 Communications shall be clear, comprehensive and comprehensible so that users 
are able to make informed decisions understanding the matters relevant to the 
actuarial information. 

 Documentation shall contain enough detail for a technically competent person 
with no previous knowledge of the technical actuarial work to understand the 
matters involved and assess the judgements made. 
 

These high level principles are supported by “provisions”, which are more detailed 
statements of requirements.  For example, under the data principle: “If data is 
insufficient or unreliable it should be improved by adjusting or supplementing it to the 
extent that is proportionate”. 
 
TAS 100 states that “Departures from these provisions concerning communications to 
users are permitted if they are unlikely to have a material effect on the decisions of 
users”. 
 
It also states that “Nothing in TAS 100 should be interpreted as requiring work to be 
performed that is not proportionate to the nature, scale and complexity of the decision 
or assignment to which the work relates and the benefit that users would be expected to 
obtain from the work”. 
 
This means that the TAS does not require actuaries to perform a lot of additional work 
in order to meet the principles and provisions, if it is a relatively trivial piece of 
actuarial work or where the decision being made is not material to the user.  This is the 
concept of “proportionality”. 
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The main difference between the Generic TASs under the original framework and 
the new TAS 100 is that TAS 100 applies to all ‘technical actuarial work’ while the 
previous Generic TASs only applied to work which was reserved to actuaries or 
work which is in the scope of a Specific TAS. 
 

Question 15.1  

Suggest areas of health and care insurance actuarial work that could be covered by TAS 
100. 

 

Specific TASs 
 

The three Specific TASs are: 

 TAS 200: Insurance 

 TAS 300: Pensions 

 TAS 400: Funeral Plan Trusts. 
 
The Specific TAS of most relevance to this Subject is TAS 200.  Its purpose is to 
promote high quality technical actuarial work on particular insurance matters 
where the FRC has identified that there is a high degree of risk to the public 
interest.  

 
TAS 200 applies to health and care insurance, life insurance and general insurance. 

 
The scope of TAS 200 includes:  

 technical actuarial work relating to the production of prudential regulatory 
balance sheets 

 financial statements 

 general insurance business written by Lloyd’s Syndicates 

 general insurance tax 

 prudential regulatory capital requirements and the Own Risk and 
Solvency Assessment 

 insurance transformations 

 audit and assurance 

 pricing frameworks  

 the exercise of discretion concerning with-profits life insurance policies.   
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TAS 200 supports the six high-level outcome focussed principles in TAS 100 
(judgements, data, assumptions, models, communications and documentation).  
It also includes provisions for the specified technical actuarial work included in 
the scope of TAS 200.    

 
TAS 200 sets out further provisions relating to each of six TAS 100 principles, with 
these provisions being specific to actuarial work relating to insurance business.  For 
example: 
 
 Under the assumptions principle: “Measures, assumptions and judgements used 

to derive any estimates described as “best estimate”, “central estimate” or other 
similar terms shall be neither optimistic nor pessimistic and shall not contain 
adjustments to reflect a desired outcome.” 
 

 Under the models principle: “Communications shall describe the nature of any 
cashflows that are quantified including their timing.” 
 

TAS 200 then sets out provisions for specified work.  Of relevance to Subject SA1 are 
the provisions relating to prudential regulatory balance sheets and financial statements, 
prudential regulatory capital requirements and the ORSA, insurance transformations 
and audit and assurance. 
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3 Other professional standards and guidance 

This section lists the other current professional standards and guidance that are 
of most relevance to this subject.  Subject SA1 students will not be examined on 
the detail of these resources. 
 
 

3.1 Actuarial Profession Standards 

The following Actuarial Profession Standards are of relevance: 
 
 APS L1 (“Duties and responsibilities of life assurance actuaries”) – covers 

the responsibilities specific to statutory actuarial roles relating to long 
term insurance business.   

 
The statutory actuarial roles relevant to Subject SA1 are the Chief Actuary (or 
Actuarial Function Holder) and the With-Profits Actuary.  These were covered 
in Chapter 14. 

 

Question 15.2  

Describe the main responsibilities of the Chief Actuary. 

 
 APS L2 (“The Financial Services and Markets Act 2000 (Communications 

by Actuaries) Regulations 2003”) – primarily relevant to Actuarial Function 
Holders (and With-Profits Actuaries), and covers their obligations to 
“whistleblow” to the regulators under the stated regulations. 

 
Matters that may need to be communicated to the regulators include: 

 contravention of legislation by an insurer 

 significant risk that an insurer’s assets may become insufficient to meet 
liabilities 

 significant risk that the insurer did not or may not take into account 
policyholder interests. 
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Also of relevance to health insurance actuaries are: 
 
 APS X1: Applying Standards to Actuarial Work (effective 1 July 2017) - 

sets out principles to be applied by members to determine which 
standards they must or should be applying to a piece of work. 
 
APS X1 is mainly relevant to members undertaking work which is outside the 
UK geographic scope of the TASs. 
 

 APS X2 (“Review of Actuarial Work”) – sets out the responsibilities of all 
members in relation to the application of work (which may include 
independent peer review) to promote the quality of “actuarial work”, ie 
work undertaken by a member in their capacity as a person with actuarial 
skills on which the intended recipient of that work is entitled to rely. 
 
APS X2 outlines a number of factors to consider when deciding whether a piece 
of actuarial work should be reviewed, eg the complexity of the work, its 
significance and the extent to which judgement is required.  Reviewers should 
have appropriate experience and expertise and be able to perform the review 
objectively. 

 
 APS X3 (“The Actuary as an Expert in Legal Proceedings”) – applies to 

actuaries who are appointed to act as an expert witness in legal 
proceedings held before courts, tribunals or similar.  

 
APS X3 states that members of the IFoA must not act as an expert witness if 
they do not have the necessary level of knowledge and skill or if their advice is 
not independent and objective.  The fee paid to the expert witness should not be 
linked to the outcome of the proceedings. 

 
 APS QA1 (“Quality Assurance Scheme for Organisations”) may also be of 

interest. 
 

The objective of APS QA1 is to promote the application by organisations of 
effective quality controls, in order to assure high quality in relation to actuarial 
work. 
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3.2 Other non-mandatory resource material 

As noted earlier, the IFoA also produces other non-mandatory resource material 
which is intended to provide helpful guidance for its members.   
 
This includes: 
 
 “Whistleblowing – a guide for actuaries” and “Whistleblowing – a guide 

for employers of actuaries”.   

These leaflets are intended to help all actuaries (and their employers) 
understand their whistleblowing obligations, both professionally and 
legally, and to alleviate concerns that they may have about such 
responsibilities.   

 
The IFoA has also put in place a confidential advice line that gives advice on 
when and how best to raise concerns.  Details of the advice line and the above 
guides can be found at: 

https://www.actuaries.org.uk/upholding-standards/standards-and-guidance/non-
mandatory-guidance. 

 
 “Conflicts of interest – a guide for actuaries” and “Conflicts of interest – a 

guide for employers of actuaries”.   

These leaflets build on the provisions of the Actuaries’ Code in relation to 
conflicts of interest and set out views on good practice regarding such 
conflicts and how they might be managed.   

 
 Guidance material for actuaries and firms dealing with personal data (data 

controller responsibilities). 

The IFoA website contains the following two guides: 

– Data Controller Responsibilities: Advice Note from Pinsent Masons LLP 

– Data Controller Responsibilities: guidance material for actuaries and 
firms dealing with personal data V2.0. 

 
The conflicts of interest and data controller guides can be found at: 

https://www.actuaries.org.uk/upholding-standards/standards-and-guidance/non-
mandatory-guidance. 
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4 End of Part 2 

What next?   
 
1. Briefly review the key areas of Part 2 and/or re-read the summaries at the end 

of Chapters 9 to 15. 

2. Attempt some of the questions in Part 2 of the Question and Answer Bank.  If 
you don’t have time to do them all, you could save the remainder for use as part 
of your revision. 

3. Attempt Assignment X2. 
 
 
Time to consider – “learning and revision” products 
 
Face-to-face Tutorials – If you haven’t yet booked a tutorial, then maybe now is the 
time to do so.  Feedback on ActEd tutorials is extremely positive.  Here are a few 
comments made by past students: 
 

“I find the face-to-face tutorials very worthwhile.  The tutors are really 
knowledgeable and the sessions are very beneficial.” 
 
“It is one of the only opportunities you get to have your questions answered 
and have face-to-face learning (as well as learning from your peers).” 
 

You can find lots more information on our website at www.ActEd.co.uk. 
 

Buy online at www.ActEd.co.uk/estore 
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Chapter 15 Summary 
 
Professional Standards Directory 
 
The Actuaries’ Code sets out five core principles which all members of the IFoA are 
expected to observe in their professional lives. 
 
Technical Actuarial Standards 
 
Technical Actuarial Standards are principles-based and issued by the FRC.   

The TASs of relevance to Subject SA1 are: 

 TAS 100 (Generic TAS): Principles for Actuarial Work 

 TAS 200: Insurance.  
 
The FRC has also developed a “Framework for FRC Technical Actuarial Standards” 
which describes the authority, scope and application of all the TASs, and a glossary of 
terms used in the TASs.   
 
Other professional standards and guidance 
 
The IFoA has issued the following Actuarial Profession Standards: 

 APS L1 (“Duties and responsibilities of life assurance actuaries”) 

 APS L2 (“The Financial Services and Markets Act 2000 (Communications by 
Actuaries) Regulations 2003”)  

 APS X1 – Applying Standards to Actuarial Work 

 APS X2 – Review of Actuarial Work 

 APS X3 – The Actuary as an Expert in Legal Proceedings 

 APS QA1 – Quality Assurance Scheme for Organisations. 
 
Non-mandatory materials issued by the IFoA include: 

 Whistleblowing – a guide for actuaries 

 Whistleblowing – a guide for employers of actuaries 

 Conflicts of interest – a guide for actuaries 

 Conflicts of interest – a guide for employers of actuaries 

 Data Controller Responsibilities. 
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This page has been left blank so that you can keep the chapter 
summaries together for revision purposes. 
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Chapter 15 Solutions 
 
Solution 15.1  

Technical actuarial work is likely to include: 

 the production of supervisory balance sheets (under Solvency II) 

 the production of financial statements (eg under IFRS or UK GAAP) 

 the production of embedded value reports 

 the determination of capital requirements and the ORSA 

 product pricing 

 the exercise of discretion in relation to premiums, benefits or charges 

 transfers of business between insurance companies (Part VII transfers) 

 audit and assurance work (provision of an actuarial opinion on financial 
statements or supervisory balance sheets). 

 
 
Solution 15.2  

The main responsibilities of the Chief Actuary are as follows:   

 to co-ordinate the calculation of the technical provisions 

 to ensure the appropriateness of the methodologies and underlying models used, 
as well as the assumptions made in the calculation of technical provisions 

 to assess the sufficiency and quality of data used in the calculation of technical 
provisions 

 to compare the best estimate against experience 

 to inform the governing body of the reliability and adequacy of the calculation 
of technical provisions 

 to express an opinion on the overall underwriting policy 

 to express an opinion on the adequacy of reinsurance arrangements 

 to contribute to the effective implementation of the risk management system, 
with particular regard to risk modelling by the firm. 
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All study material produced by ActEd is copyright and is sold 
for the exclusive use of the purchaser.  The copyright is owned 
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photocopy any part of the study material. 
 
 

You must take care of your study material to ensure that it is 
not used or copied by anybody else. 

 
 

Legal action will be taken if these terms are infringed.  In 
addition, we may seek to take disciplinary action through the 

profession or through your employer. 
 
 

These conditions remain in force after you have finished using 
the course. 
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Solution X2.4  

Comment 
 
Statutory actuarial roles are covered in Chapter 14 and professional guidance is covered 
in Chapter 15 of the Course Notes. 
 
For part (ii) you need to make a decision as to what exactly is to be included in your 
answer.  The key words are “financial” and “constraints”.  So a description of the 
Solvency II rules will not be enough, you need to discuss the extent to which these rules 
constrain the running of a health insurer.  You should only include constraints that are 
financial in their nature, for example constraints on capital and asset selection, rather 
than constraints on non-financial areas such as marketing or documentation.   
 
Part (iii) needs a broad ranging perspective.  A large proportion of the marks are for 
showing an appreciation of the suitability of each suggestion. 
 
This part is a difficult question at this stage of the course.  One approach that works well 
here is to consider in turn the positive / negative items in the company’s balance sheet 
and revenue / profit & loss accounts and consider ways to “improve” each item.  
 
(i) Statutory role of the actuary 
 
Note to markers: This solution is only a guide but by giving more marks than the total 
available, we have tried to give scope for alternative answers.  As actuarial guidance 
develops over time, please give equivalent credit to students that give valid points that 
are more up-to-date than those given here. 
 
The Institute and Faculty of Actuaries provides guidance to its members in the 
Actuaries’ Code, Actuarial Profession Standards, and other non-mandatory resource 
material.    [1] 
 
The Actuaries’ Code sets out five core principles which actuaries are expected to 
observe in their professional lives, and which must be complied with in both the spirit 
and the letter.   [½]  
 
Responsibility for setting and maintaining standards that are deemed to be “technical” in 
nature rests with the Financial Reporting Council (FRC), which acts as an oversight 
body for the actuarial profession in the UK.  [½] 
 
Compliance with the TASs is mandatory for all members of the IFoA undertaking 
‘technical actuarial work’ within the FRC’s UK Geographic Scope. [½] 
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‘Technical actuarial work’ is defined by the FRC as work performed for a user: 

 where the use of principles and/or techniques of actuarial science is central to the 
work and which involves the exercise of judgement; or  [½] 

 which the user may reasonably regard as technical actuarial work by virtue of 
the manner of its presentation. [½] 

 
Short-term insurance 
 
Apart from business written by Lloyd’s or by friendly societies, there is no statutory 
role for the actuary in short-term health insurance. [½]  
 
Long-term insurance 
 
An insurer writing long-term business and subject to Solvency II regulation is required 
to have a Chief Actuary. [½] 
 
A non-Directive firm must appoint an Actuarial Function Holder (AFH). [½]  
 
The Chief Actuary role is a “Senior Insurance Manager Function” under Solvency II.[½] 
 
The roles and responsibilities of the Chief Actuary (or AFH) are set out in the PRA 
Rulebook.  [½] 
 
His or her main responsibilities are: 

● to co-ordinate the calculation of the technical provisions [½] 

● to ensure the appropriateness of the methodologies and underlying models used, 
as well as the assumptions made in the calculation of technical provisions [½] 

● to assess the sufficiency and quality of data used in the calculation of technical 
provisions [½] 

● to compare the best estimate against experience [½] 

● to inform the governing body of the reliability and adequacy of the calculation of 
technical provisions [½] 

● to express an opinion on the overall underwriting policy [½] 

● to express an opinion on the adequacy of reinsurance arrangements [½] 

● to contribute to the effective implementation of the risk management system, 
with particular regard to risk modelling by the firm. [½] 

 
The directors of a long-term insurance company are responsible for certifying the 
adequacy of the liabilities.  As part of this they are required to certify that they have 
received, and paid due regard to actuarial advice provided by the AFH. [1] 
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There are also requirements on a firm in regard to the roles of Chief Actuary and AFH.  
A long-term insurer is required to: 

● keep the actuary informed of the firm’s business plans and to seek advice from 
the actuary of the implications of these plans for policyholders  [½] 

● pay due regard to the advice of the actuary [½] 

● provide the actuary with adequate resources and provide such data and systems 
as may reasonably be required. [½] 

 
The Institute and Faculty of Actuaries has issued Actuarial Profession Standards 
APS L1 and APS L2.  [½] 
 
APS L1 (“Duties and responsibilities of life assurance actuaries”) covers the 
responsibilities specific to statutory actuarial roles (including the Chief Actuary and 
AFH) relating to long-term insurance business.  [½]   
 
The key principles of APS L1 include: 

● conditions for appointment in each role  [½] 

● the need to ensure that sufficient information and resources are available   [½] 

● the relationship between the Chief Actuary / Actuarial Function Holder and 
With-Profits actuary in regard to areas of discretion [½] 

the need to ensure that the management is aware of the Chief Actuary / AFH’s 
interpretation of policyholders’ reasonable expectations and obligations to treat 
customers fairly  [½] 

● the need for the Chief Actuary / AFH to inform management of the implications 
of material changes in the company’s business plans or practices for fairness and 
the reasonable expectations of its policyholders  [½] 

● the need for the Chief Actuary / AFH to satisfy him / herself that systems of 
control are in place to ensure that policyholders are not misled as to their 
expectations  [½] 

● procedures relating to possible conflicts of interest, particularly if roles are 
shared.  [½] 

 
APS L2 (“The Financial Services and Markets Act 2000 (Communications by 
Actuaries) Regulations 2003”) is relevant to Chief Actuaries and AFHs and covers their 
obligations to “whistleblow” to the regulators under the stated regulations.  [½] 
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It includes: 

● The need to verify first that the matter comes under the scope of the relevant 
regulations and then to take other appropriate initial steps, such as discussion 
with the firm’s compliance officer or other relevant senior management in order 
to agree the facts of the situation. [½] 

● The need to communicate matters with urgency, when the actuary reasonably 
believes that a contravention may have occurred, that a matter may be of 
material significance to the regulators, or that a significant risk may be present.  
The conditions do not have to be definitely confirmed. [½] 

● The need to communicate issues when they first come to the actuary’s attention, 
even if it has already been satisfactorily addressed by the firm. [½] 

● The whistle-blowing obligation over-rides any legal duty of confidentiality to 
the company.  [½]   

 
APS X1, Applying Standards to Actuarial Work, sets out principles to be applied by 
members to determine which standards they must or should be applying to a piece of 
work.   [½]  
 
However, it is mainly relevant to members undertaking work which is outside the UK 
geographic scope of the Technical Actuarial Standards. [½]  
 
There is also a cross-practice Actuarial Profession Standard APS X2 in relation to the 
application of peer review to actuarial work.  [½]  
 
Both short-term and long-term insurance 
 
The Financial Reporting Council has produced a set of principles-based Technical 
Actuarial Standards (TASs).  [½]  
 
It includes a Framework document which sets out the Reliability Objective.  This states 
that the intended users of actuarial information should be able to rely on the information 
in terms of relevance, transparency, completeness and comprehensibility. [1] 
 
Generic TAS (TAS 100) sets out the principles that are applicable to all technical 
actuarial work carried out within the FRC’s UK geographic scope. [½] 
 
There are six principles that cover judgement, data, assumptions, models, 
communication and documentation. [½] 
 
There is also an insurance specific TAS, TAS 200. [½] 
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Its purpose is to promote high quality technical actuarial work on particular insurance 
matters where the FRC has identified that there is a high degree of risk to the public 
interest.  [½] 

Its scope includes: 

 technical actuarial work relating to the production of prudential regulatory
balance sheets [¼] 

 financial statements [¼] 

 general insurance business written by Lloyd’s Syndicates [¼] 

 general insurance tax [¼] 

 prudential regulatory capital requirements and the Own Risk and Solvency
Assessment [¼]

 insurance transformation [¼] 

 audit and assurance [¼] 

 pricing frameworks. [¼] 

The Institute and Faculty of Actuaries has issued non-mandatory guides on 
whistleblowing, conflicts of interest and data controller responsibilities.  [1] 

[Maximum 11] 
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