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Preface

PSOA GNG6 has been drafted by modifying the International Standard of Actuarial Practice 1 (ISAP
1). It applies to all Members of the Pakistan Society of Actuaries (PSOA) who are subject to its
standards, except as otherwise directed by the PSOA.

The Member should refer to the Glossary to understand the precise meaning of various expressions
used within this guidance note.

It should be noted that where PSOA GNB6 is in conflict with the local law or regulations, the local
law or regulations would prevail.

PSOA GN6 was adopted by the PSOA Council in July 2016. It was approved by the Council in
March 2016.



1.2.

1.3.

1.4.
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Section 1. General

o Professional actuarial services are carried out professionally and with due care;

° The results are relevant to their needs, are presented clearly and understandably,
and are complete; and

° The assumptions and methodology (including, but not limited to, models and
modelling techniques) used are disclosed appropriately.

Scope
1.2.1. This GN is a general standard. It applies to all professional actuarial services

1.2.2.  Usually, the intent of a practice-specific standard is to narrow the range of practice
considered acceptable under the general standards. In exceptional cases, however, the
intent of a practice-specific standard is to define as acceptable a practice which
would not be acceptable under the general standards, in which case that intent is
specifically noted by words in a practice-specific standard like: “Notwithstanding the

1.3.1. Law may impose obligations upon a member. Compliance with requirements of law

1.3.2. The actuarial code of professional conduct applicable to the work may conflict with

this GN. Compliance with requirements of the code that conflict with this GN is not a
deviation from the GN.

1.3.3.  The member may depart from the guidance in this GN while still complying with the

1.4.2.  There are at least two general cases which do not meet the criterion stated in 1.4.1:
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1.4.3.

1.44.

GN.

1.5.1.

1.5.2.

1.5.3.
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a.  The member should consider the expectations of the principal. These

A judgment is reasonable if it takes into account:

a.  The spirit and intent of the GNs;

b.  The type of assignment; and

c.  Appropriate constraints on time and resources.

Nothing in this standard should be interpreted as requiring work to be performed that
IS not proportionate to the scope of the decision or the assignment to which it relates



1.6.

1.7.

1.8.
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Language

1.6.1. Some of the language used in all GNs is intended to be interpreted in a very specific

to be understood to convey the actions or reactions indicated:

a.  “Must” means that the indicated action is mandatory and failure to follow the
indicated action will constitute a departure from this GN.

indicated action.

c.  “May” means that the indicated action is not required, nor even necessarily
expected, but in certain circumstances is an appropriate activity, possibly
among other alternatives. Note that “might” is not used as a synonym for may,
but rather with its normal meaning.

1.6.2.  This document uses various expressions whose precise meaning is defined in the
Glossary. These expressions are highlighted in the text with a dashed underscore and

1 July 2016.



2.1.

2.3.
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Section 2. Appropriate Practices
Acceptance of Assignment

2.1.1.  When providing professional actuarial services, the member should confirm with the

a.  Therole of the principal;

b.  Any limitations or constraints on the member;

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

2.1.2. Inaccepting an assignment for professional actuarial services, the. member shall:

a.  Be competent and appropriately experienced to perform the services;

b.  Be satisfied that the assignment can be performed under the applicable code of
professional conduct; and

c.  Have reasonable assurance of time, resources, access to relevant employees and
other relevant parties, access to documentation and information, and the right

data, relevant contracts, insurance contract or pension plan provisions, opinions of other
professionals, projections, and supporting analyses (but excluding assumptions or

following:

a.  The other party’s qualifications;



2.3.2.

2.3.3.

2.34.
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b.  The other party’s competence, integrity, and objectivity;

C.  The other party’s awareness of how the information is expected to be used;

effect upon the information used; and

e.  The need to review the other party’s supporting documentation.

a.  Should determine that the use of that information conforms to accepted

C. Does not need to disclose the source of the information.

a.  Disclose that fact (including identifying the other party) in any report or other

b. Disclose the nature and extent of such reliance;
c.  Examine the information for evident shortcomings;

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

appropriate to rely on the information.

If the information was prepared by the other party under a different jurisdiction, the

information.



2.5.
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should:

2.4.1.  Assess materiality from the point of view of the intended user(s), recognizing the

2.4.2. Consider the professional actuarial services and the entity that is the subject of those

2.4.3.  Consult with the principal if necessary.

Data Quality

2.5.1. Sufficient and Reliable Data - The member should consider whether sufficient and

2.5.2. Validation - The member should take reasonable steps to review the consistency,

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

a.  Undertaking reconciliations against audited financial statements, trial balances,
or other relevant records, if these are available;

b.  Testing the data for reasonableness against external or independent data;
c.  Testing the data for internal consistency; and
d.  Comparing the data to that for a prior period or periods.

2.5.3.  Sources of Data for Entity-Specific Assumptions - To the extent possible and

industry data, data from other comparable sources, population data, or other
published data, adjusted as appropriate. The data used, and the adjustments made,

2.5.4. Data Deficiencies - The member should consider the possible effect of any data

likely to materially affect the results, then the deficiencies need not be considered

10
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a. Decline to undertake or continue to perform the professional actuarial services;

b.  Work with the principal to modify the professional actuarial services or obtain

of those data deficiencies).

2.6. Assumptions and Methodology

2.7.

2.6.1.

2.6.2.

2.7.1.

2.7.2.

The assumptions and methodology may be
a.  Set by the member (2.7);
b.  Prescribed by the principal or another party (2.8); or

to adjust assumptions or methodology to compensate for known deficiencies in the
available data.

appropriateness of the methodology used and the parameters underlying the
application of such methodology. Assumptions may (if permitted in the
circumstances) be implicit or explicit and may involve interpreting past data or
to use assumptions that have a known significant bias to underestimation or
overestimation of the result.
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2.8.

2.7.3.

2.74.

2.7.5.

2.7.6.

2.7.7.
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Margins for Adverse Deviations - In cases where unbiased calculations are not

should disclose any incorporation of margins for adverse deviations in assumptions
or methodology.

a.  Internal circumstances regarding the entity such as changes in an insurer’s

economic, legislative, regulatory, supervisory, demographic, technological, and
social environments.

whether an assumption set is reasonable in the aggregate. While assumptions might
be justifiable individually, it is possible that prudence or optimism in multiple
assumptions will result in an aggregate assumption set that is no longer valid. If not

address the sensitivity of the methodology to the effect of variations in key
assumptions, when appropriate. In determining whether sensitivity has been

reasonable range of variation in the key assumptions, consistent with that purpose.

Assumptions and Methodology Prescribed — Where the assumptions or methodology are

2.8.1.

2.8.2.

because:

a. Itsignificantly conflicts with what would be appropriate for the purpose of the
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2.9.

2.10.

2.11.

2.12.
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2.8.3.  When the principal requests an additional calculation using an assumption set which

where the assumptions and methodology used are not appropriate (unless appropriately
adjusted).

Process Management

2.10.1. Process Controls - The member should consider to what extent, if any, the procedures

2.10.2. Reasonableness Checks - The member should review the results produced by the

13
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2.13. Retention of Documentation

2.13.2.

2.13.3.

for purposes such as:
a.  Peer review, regulatory review, and audit;

b.  Compliance with law; and

made.

Nothing in this GN is intended to give any person access to material beyond the
access that they are already authorized to have.

14



3.2.
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Section 3. Communication

circumstances and take the skills, understanding, levels of relevant technical expertise, and
needs of the intended user into consideration to allow the intended user to understand the

3.1.1. Form and Content - The member should determine the form, structure, style, level of

3.1.2.  Clarity - The member should word each communication to be clear and use language

3.1.3. Timing of Communication - The member should issue each communication within a

3.1.4. Identification of the Member - A communication shall clearly identify the issuing

a.  The scope and intended use of the report;

b.  The results of professional actuarial services, including the potential variability

of these results;
c The methodology, assumptions, and data used;
d.  Any restrictions on distribution;
e.  The date of the report; and

f. Information on the authorship of the report.

3.2.2. Disclosures - In the report, the member issuing the report should disclose, if
applicable:
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3.2.3.

3.2.4.

3.2.5.
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a.  Any material deviation from the guidance in this GN (1.3);

disclaims responsibility (2.3.3);

c.  Any data modification, validation and deficiencies (2.5);

be reasonable for the purpose of the assignment (2.8.3);

g.  Assumptions and methodology that have been prescribed by another party
(2.8);

h.  Assumptions and methodology that are mandated by law (2.9); and

I. Any material subsequent event (2.12).

a. The member’s name;

b.  If applicable, the name of the organization on whose behalf the member is

was performed, if there is any possible ambiguity; and

f. If applicable, attestations and reliances.

possible within such constraints.
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Glossary of Defined Terms Used in GN6

Accepted Actuarial Practice — A practice or practices that are generally recognized within the

scope of a GN or the applicable professional standards of practice.

Professional Actuarial Services — Services based upon actuarial considerations provided to

Member — A Member of Pakistan Society of Actuaries which including Fellows, Associates and
Students.

enterprise, an insurer, a pensions or benefits plan, a social security scheme, an individual, a
government department or agency, a group, etc.

PSOA — Pakistan Society of Actuaries.

Council — Council means Council of Pakistan Society of Actuaries.

Law — Applicable acts, statutes, regulations or any other binding authority (such as accounting
standards and any regulatory guidance that is effectively binding).
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usually includes acquisition of knowledge of the circumstances of the assignment; obtaining sufficient
and reliable data; selection of assumptions and methodology, calculations, and examination of the
reasonableness of their result; use of other persons’ work; formulation of opinion and advice;
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