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CMP Upgrade 2019/20 
Subject SA1 

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 2019 CMP to make it suitable for study for the 
2020 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 2020 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 and Assignments that will make them 
suitable for study for the 2020 exams. 
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0 Retaker discounts 

When ordering retaker-price material, please tick the relevant box when using the e-store or use 
the designated place on the order form. 

Students have the choice of purchasing the full CMP (printed or eBook) or just the Course Notes 
(printed).  You may need to add dispatch charges to the prices below. 

 Retaker price 

2020 printed CMP for those having previously purchased the full-
price Subject SA1 CMP 

£65 

2020 printed Course Notes for those having previously purchased 
the full-price Subject SA1 Course Notes or CMP 

£49 

2020 CMP eBook for those having previously purchased the full-
price Subject SA1 CMP 

£23 (+VAT in EU) 

2020 Course Notes eBook for those having previously purchased the 
full-price Subject SA1 Course Notes or CMP 

£23 (+VAT in EU) 



SA1: CMP Upgrade 2019/20 Page 3 

The Actuarial Education Company © IFE: 2020 Examinations 

1 Changes to the Syllabus objectives 

There are no changes to the Syllabus objectives for Subject SA1. 
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2 Changes to the Core Reading  and ActEd text 

This section contains all the non-trivial changes to the Core Reading and ActEd text.  

General 

Throughout the course, dates have been updated from 2018 to 2019 (unless specified below). 

References to ‘he’ or ‘she’ have been amended to ‘they’. 

Chapter 5 

Section 1 

Two ActEd questions have been added.  Replacement pages are attached. 

Chapter 6 

Section 5 

In the table on page 34, ‘Cerebrovascular’ has been amended to ‘Cerebrovascular disease’. 

Chapter 7 

Solutions 

The following point has been added to the solution to question 7.1: 

They may be particularly concerned about the risks of claims of mis-selling or poor advice in the 
future if the benefits are not clearly understood by the policyholder and their families. 

Chapter 10 

Section 1 

On page 3, the final sentence of the second paragraph of Core Reading has been amended to 
read: 

In practice due to the uncertainty of an insurer’s liabilities it is often very difficult for 
policyholders to monitor the financial soundness of their insurer and to make reasonably 
informed judgements about the level of risk they are exposed to. 

Section 2 

On page 8, the first two sentences in the second paragraph of Core Reading has been amended to 
read: 
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The key features may have to be customer specific and could include details of expenses 
and charges.  The format of this information will vary depending on regulation but may need 
to include details of total premiums paid, total charges, and the impact of any deductions.   

Also on page 8, the second bullet point has been amended to ‘Compensation’. 

On page 11, in the sentences before the first two bullet points lists, ‘Chief / Appointed Actuary 

or Actuarial Function holder’ has been amended to ‘statutory actuarial roles’. 

Section 3 

In Section 3.2, the first sentence after the first bullet points list has been amended to read: 

A term could be deemed as ‘unfair’ if ‘contrary to the requirements of good faith, it causes a 
significant imbalance in the parties’ rights and obligations to the detriment of the 
consumer.’   

Chapter 11 

Section 4 

On page 10, the last sentence of Core Reading has been amended to read: 

Japan, Australia, Brazil, Canada, Mexico and the USA have been granted provisional 
equivalence.   

Chapter 14 

Section 2 

On page 11, the final sentence of the bullet point about the Premium Allocation Approach has 
been amended to read: 

This approach will not be considered in this subject. 

Also on page 15, Section 2.6 (Accounting for financial instruments) has had some amendments 
and additional Core Reading added.  Replacement pages are attached.  
 
Chapter 15 

Section 2 

On page 8, the final bullet point on this page has been amended to read: 

 Guidance material on the professional responsibilities around actuarial software and 
calculations. 

The ActEd text below this point in Section 2.5 has been deleted. 

On page 9, the following paragraph of ActEd text has been added below the third paragraph of 
ActEd text (which ends ‘…eg to incorporate changes in legislation.’): 
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In December 2018, the UK government released the finding of the Kingman review assessing the 
effectiveness of the FRC in regulating the work of accountants and actuaries.  The review was 
undertaken following a number of high profile corporate collapses in the UK (including Carillion).  
The review suggested that the PRA and The Pensions Regulator (TPR) should review the powers 
needed by the body overseeing actuarial work.  It also suggested that the PRA would be best-
placed to take on actuarial responsibilities currently undertaken by the FRC.  The IFoA have 
committed to working with relevant stakeholders to implement the recommendations of the 
review. 

Section 3 

On page 12, the first paragraph of ActEd text has been amended to read: 

There are currently (May 2019) 74 full members of the IAA including the Institute and Faculty of 
Actuaries from the UK and the Society of Actuaries from the USA.  Other countries with a member 
actuarial organisation include South Africa, Australia, Ireland, China and India. 

Chapter 23 

Section 3 

On page 9, the following Core Reading has been added after the first sentence: 

Performing sufficiently sophisticated modelling for the analysis of alternative strategies can 
be problematic. 

The practical considerations with modelling and proxy models were considered in 
Chapter 16. 

The ActEd text before Section 3.1 has been deleted. 

Chapter 27 

Throughout the Glossary, the word ‘insurance’ has been added after ‘income protection’, ‘critical 
illness’, ‘CI’ and ‘IP’. 

Industry body (SA1) 

In this definition, the second sentence has been amended to read: 

An example of an industry body in the UK is the Association of British Insurers (ABI) which 
is a trade association working to support insurance companies. 
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3 Changes to the X Assignments 

There have been minor changes throughout the assignments to reflect that: 

 quarter marks are no longer awarded in the actual exams due to systems constraints, so 
the quarter mark allocations have been altered 

 questions are no longer typically phrased to indicate that the student ‘is’ a particular party 
(eg ‘you are a pricing actuary’). 

Specific details of all changes are listed below. 

Assignment X1 

Question X1.1 

To be consistent with the solutions, part (ii) (a) has been amended to part (ii) and part (ii) (b) has 
been amended to part (iii).  Part (iii) as then been renumbered part (iv).   

Solution X1.1 

In part (ii), the second bullet point has been combined with the sub-bullets to give a single point 
worth 1 mark. 

Question X1.2 

Part (iv) has been amended to read, ‘Outline a typical schedule of benefits provided under a group 
private medical insurance scheme.’ 

Solution X1.2 

In part (iv), there have been a number of changes to marks in order to remove ¼ marks.  These are: 

 first and third bullet points in the ‘hospital costs’ section are worth ½ mark for each 2 ideas 

 all the points in the ‘specialist fees’ and ‘other features sections are worth ½ mark. 

In part (v), the first and second bullet point lists are worth ½ mark for 2 examples. 

In part (vi), all points in the last bullet point list are worth ½ mark. 

Question X1.3 

The first sentence of the first paragraph has been amended to read, ‘A health and care insurer 
currently writes a wide range of long term health and care business sold only through insurance 
intermediaries.’ 

The text between parts (iv) and (v) has been amended to read, ‘As part of a regular audit process a 
review of the claims management of the income protection portfolio is being carried out.’ 
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Solution X1.3 

In part (i), all sub-bullet points are worth ½ mark for each 2 examples. 

Assignment X2 

Question X2.2 

The second sentence of the question has been amended to read, ‘A health and care insurer in the 
country specialises in income protection (IP) insurance.’ 

Question X2.4 

In the third paragraph of the question, the first sentence has been amended to read, ‘The 
insurance company is considering launching a group IP product.’ 

Assignment X3 

Question X3.1 

Part (iii) has been amended to read: 

(iii) Describe the professional guidance issued by: 

(a) the Institute and Faculty of Actuaries to its members  [7] 

(b) the Financial Reporting Council. [4] 

Solution X3.1 

The solution to part (iii) has been split to reflect the amended question wording.  The points before 
the subheading ‘Technical Actuarial Standards’ are the solution to part (a) and worth a maximum 
of 7 marks. 

The remainder of the solution has been amended to be headed ‘Financial Reporting Council’ and is 
the solution to part (b) and are worth a maximum of 4 marks.  The following points in this part 
have been increased to 1 mark: 

This sets out six high-level principles applicable to technical actuarial work that users of 
technical actuarial work are entitled to expect from the work. [1]   

These provide more detail on specific areas of actuarial work, including insurance, and 
support the high-level principles outlined in the generic TAS. [1]   

Question X3.2 

Part (vii) has been amended to read, ‘Outline the steps the management might take to ease this 
concern, indicating the suitability of each of the steps.’ 
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Solution X3.2 

In parts (iv) and (vi), where bullet points were worth ¼ mark, these are now to be awarded ½ mark 
for each 2 examples. 

Also in part (vi), the point on page 13 worth 1½ marks has been amended to a bullet point list of 
stresses that score ½ mark for each 2 examples. 

Assignment X4 

Question X4.1 

Part (ii) has been amended to read, ‘Describe briefly the possible approaches that could be used 
when establishing the size of the insurer’s free assets.’ 

Question X4.2 

The question has been amended to read: 

A non-life insurer specialising in individual income protection cover based in a developed country 
is considering selling its products in an overseas developing country.  The insurer has asked a 
health reinsurance company to explain how reinsurers can assist in this venture. 

Outline the points the reinsurer would make in its reply, briefly mentioning alternatives to 
reinsurance.   [12] 

Solution X4.2 

The final point under the heading ‘Conclusion’ has been amended to read: 

As the response is being written on behalf of the reinsurer, you may also complete your reply with 
a conclusion that favours the use of reinsurance, while remembering to remain objective. 

Question X4.3 

A number of small changes have been made to the wording of this question.  It now reads: 

A medium-sized proprietary long-term health insurance company been selling critical illness, 
long-term care and income protection insurance for individuals in equal volumes for many years.   

The company is well established in the marketplace and, despite a recent spell of low premium 
rates, has been building up a healthy solvency position over the years.  It is now considering a 
move into the private medical insurance market.  

The chief executive wants to review the reinsurance arrangements appropriate for this company.  
She wants to start with a clean slate, and ignore any current reinsurance arrangements.    

She has heard of quota share, surplus, risk premium, excess of loss and stop loss reinsurance 
treaties, but wants a report with a brief explanation of what these treaties are.  More 
importantly, she wants to know, with reasons, which of these types would and would not be 
recommended, and how each type should be used. 
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Describe the points that would be made in the report under the following headings: 

Solution X4.3 

In part (iii) (d), the bullet point list is now worth ½ mark for each 2 examples. 

Assignment X5 

Question X5.1 

Part (v) of this question has been amended to read: 

(v) Describe how the sale price would relate to the component of the published embedded 
value in respect of this block of business. [11]  

Question X5.2 

A number of changes have been made to the wording of the question.  It now reads: 

A large private medical insurance company has approached an actuarial consultancy.  The insurer 
is based in a developed country where healthcare is provided by the State to all citizens, free at 
the point of use.  It is considering an expansion plan to start selling PMI business in an overseas 
country and considering two possible strategies: 

 Strategy 1 – Setting up a brand new company in the overseas country. 

 Strategy 2 – Buying an established private medical insurer within that country. 

The management of the company has asked the consultancy to draft a report.  Outline the points 
that would be made in the following sections: 

(i) The main advantages and disadvantages to the company of each of these two strategies. 
   [15] 

(ii) A description of the method that would be used to calculate the capital required to set up 
an insurance company under Strategy 1. [14]  

(iii) A description of the method that would be used to calculate the purchase price of the PMI 
insurer under Strategy 2. [10] 

(iv) Any other factors that should be considered when deciding upon the price to offer under 
Strategy 2.  [6] 

    [Total 45] 

Solution X5.2 

In part (i), the first and third bullet point lists in the disadvantages section are worth ½ for each 2 
examples. 

In part (ii), the bullet point list is worth ½ for 2 examples. 
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Assignment X6 

Question X6.1 

The first sentence of the question has been amended to read, ‘An established long-term insurance 
company writes a range of without-profits business.’ 

Part (ii) has been amended to read, ‘Describe the principal investigations that would be conducted 
in order to identify the reasons for the losses and their financial impact if allowed to continue.’ 

Question X6.2 

The first sentence has been amended to read, ‘A large general insurer has a private medical 
insurance (PMI) subsidiary.’ 

The third paragraph has been amended to read: 

A new managing director of the parent company has just taken up his position and is concerned 
about the situation.  He is aware that in the last few years several competitors have entered the 
PMI market who, although smaller, appear to be selling similar products more cheaply and have 
been increasing their market share at the subsidiary’s expense. 

The final 2 paragraphs and part (i) have been amended to read: 

The new managing director has asked for a report giving him a better understanding of this 
business, including a full explanation of the current situation and recommended actions to be 
taken to improve matters. 

Discuss the following factors that would be included in the report: 

(i) Possible reasons for the recent poor performance, including comments on how likely 
these are to continue. [27] 
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4 Other tuition services 

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

4.1 Study material 

We also offer the following study material in Subject SA1: 

 Mock Exam and AMP (Additional Mock Pack). 

For further details on ActEd’s study materials, please refer to the 2020 Student Brochure, which is 
available from the ActEd website at www.ActEd.co.uk. 

4.2 Tutorials 

We offer the following (face-to-face) tutorials in Subject SA1: 

 a set of Regular Tutorials (lasting two full days)  

 a Block Tutorial (lasting two full days). 

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. 

4.3 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 2020 Student Brochure, which 
is available from the ActEd website at www.ActEd.co.uk. 

4.4 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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For example, if activity levels are used as a rating factor for PMI an individual with low levels of 
activity may find it hard to obtain insurance.  However, there may be reasons for these low levels 
of activity, for example the individual may do a lot of swimming which is very hard to track using 
many activity monitors. 

Data access, consent to use it, and data security are also key concerns.  With personal data 
being gathered in increasing volumes, there is also a risk that insurers and other data 
analysts could be perceived as being overly intrusive.  

Whilst advances in technology bring many potential benefits for health and care insurers 
and consumers, the collection of large amounts of potentially sensitive personal data raises 
data protection issues and potential risks for policyholders and insurers.  In particular the 
costs of a cyber-attack can include not just lost or corrupted data, but also potential 
damage to a firm’s reputation, as well as the costs associated with business interruption.  
The cost for health and care insurers to build up their cyber protection capabilities is also 
likely to be significant.  In particular the costs of protecting against cyber risk may be very 
high for health and care insurers with large legacy books of business, and legacy systems.  

Question 

Suggest the conditions that may have to be satisfied by a health and care insurer around the 
processing of personal sensitive data. 

Solution 

Health and care insurers may have to satisfy at least one of the following conditions in order to 
process personal sensitive data: 

• the data subject has given explicit consent

• it is required by law for employment purposes

• it is needed in order to protect the vital interests of the individual or another person (for
example, if an individual with a medical condition has an accident at work, it would be in
the individual’s vital interest to disclose this condition to medical staff treating the
individual)

• It is needed in connection with the administration of justice or legal proceedings.

Cybersecurity issues are therefore likely to be an increasingly significant issue for health 
and care insurers around the globe.  Insurers will need to develop robust cybersecurity 
strategies with clear governance and accountability, including processes for detecting, 
reporting and responding to cyber risk. 

There have been many high profile cyberattacks in recent years.  For example, in 2016 there was a 
data breach by various Indian banks and around 3.2 million debit cards were compromised.  In 
May 2017, healthcare data was stolen on around 91 million people from three healthcare 
providers in the USA. 
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Question 

Outline the areas that a health and care insurer’s data governance policy should cover. 

Solution 

A health and care insurer’s data governance policy should cover: 

• the specific roles and responsibilities of individuals within the insurer with regards to data

• how the insurer will capture, analyse and process data

• issues with respect to data security and privacy

• the controls that will be put in place to ensure that the required data standards are
applied

• how the adequacy of the controls will be monitored on an ongoing basis with respect to
data usability, accessibility, integrity and security.

Compliance with existing and impending data protection regulation is highly relevant to the 
use of data science.  Given the potential public interest and regulatory issues, robust 
regulation of professionals working in data science will be very important.  This is also an 
area where there is likely to be a difference in the approach in regulation between 
jurisdictions.  For example, the EU data protection rules are more stringent than the 
equivalent rules in other parts of the world.  From 2018 insurers within the European Union 
that fail to meet the requirements on security of network and information systems can be 
subject to significant financial penalties. 

This can lead to issues for multinational health and care insurers, operating in a range of 
territories around the world.   
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2.5 Accounting for investment contracts 

The cashflows arising under unit-linked investment contracts are separated into an 
investment management services component, measured in accordance with IAS 18 
Revenue, and a financial instrument component, measured in accordance with IAS 39 
Financial Instruments as described below.   

In practice, this means that the accounting for these contracts differs from the accounting 
for unit-linked insurance contracts. 

For unit-linked investment contracts, the financial instruments are the assets backing the unit 
fund (including any options and guarantees) and the investment management services 
component would contain any annual management charges, bid/offer spreads, surrender 
penalties, etc, as well as the costs incurred in managing the unit-linked contract. 

IAS 39 was replaced by IFRS 9 Financial Instruments with effect from 1 January 2018.  Entities 
whose business is predominantly insurance may be able to defer its adoption until the effective 
date of IFRS 17 for insurance contracts. 

2.6 Accounting for financial instruments 

Accounting for financial instruments is currently contained in IFRS 9 (which replaced the 
earlier IFRS for financial instruments IAS 39 Financial Instruments: Recognition and 
Measurement  in 2018). 

Previously, under IAS 39, all financial assets were measured at fair value at initial 
recognition.   

Subsequent to initial recognition, the measurement and presentation of movements in the 
value of a financial asset depended on the classification of the financial asset. 

Under IAS 39, financial assets are classified at initial recognition into one of the following 
categories: 

• fair value through profit or loss 

• available for sale 

• held to maturity 

• loans and receivables. 

Assets held for trading with the intention of selling in the short term would fall in the ‘assets 
valued at fair value through profit or loss’ category and quoted equities would fall under the 
‘available for sale’ category.  Quoted government and corporate bonds that are intended to be 
held to maturity would fall under the ‘held to maturity’ category and unquoted bonds would fall 
under the final category.  

The default measurement under IAS 39 was changes in fair value were recognised in profit 
and loss as they arise (‘FVPL’) for some types of financial asset, and other financial assets 
were measured at amortised cost or fair value through other comprehensive income 
(‘FVOCI’). 
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For example, assets categorised as ‘available for sale’ continue to be measured at fair value 
whereas those categorised as ‘held to maturity’ are measured at amortised cost. 

Under IFRS 9 the default measurement is FVPL, unless restrictive criteria are met for 
classifying and measuring the asset at either amortised cost or FVOCI.  The IFRS 9 model is 
potentially simpler than IAS 39 as more types of financial asset will be measured at FVPL 
than was the case under IAS 39.  For example the default measurement under IAS 39 for 
non-trading assets was FVOCI, but under IFRS it will be FVPL. 

The impact on profit and loss of moving to IFRS 9 will depend on the financial assets held 
by a company.  For some companies the move to IFRS 9 could produce similar results to 
IAS 39.  For companies where more financial assets will be measured under IFRS 9 at fair 
value with changes in fair value recognised in profit and loss as they arise then it could lead 
to more income statement volatility under IFRS 9 for the company, than was the previously 
the case under IAS 39. 

Further differences (that are beyond the scope of SA1) are that under IFRS 9: 

• there is likely to be earlier recognition of impairment losses on receivables and
loans

• a new criteria for a less complex approach to hedge accounting has been introduced

• there are significant new disclosure requirements.
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