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Preface

This International Standard of Actuarial Practice (ISAP) is a model for actuarial standard-
setting bodies to consider.

many ways, including:
o Adopting this ISAP as a standard with only the modifications in the Drafting Notes;

o Customizing this ISAP by revising the text of the ISAP to the extent deemed
appropriate by the standard-setting body while ensuring that the resulting standard or set
of standards is substantially consistent with this ISAP;

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

o Modifying existing standards to obtain substantial consistency with this ISAP; or
o Confirming that existing standards are already substantially consistent with this ISAP.

A standard or set of standards that is promulgated by a standard-setting body is considered to be
substantially consistent with this ISAP if:

o There are no material gaps in the standard(s) in respect of the principles set out in this
ISAP; and

o The standard or set of standards does not contradict this ISAP.
If an actuarial standard-setting body wishes to adopt or endorse this ISAP, it is essential to ensure

many respects. Likewise, any customization of this ISAP, or modification of existing standards to
obtain substantial consistency with this ISAP, should recognize the important fact that this ISAP

If this ISAP is translated for the purposes of adoption, the adopting body should select three verbs
that embody the concepts of “must”, “should”, and “may”, as described in paragraph 1.6. Language

[Drafting Notes: when an actuarial standard-setting organization adopts this standard it should:
1. Replace “ISAP” throughout the document with the local standard name, if applicable;
2. Modify references to ISAP 1 in paragraph 1.3. to point to the local standard(s) that are

appropriate;
Choose the appropriate phrase and date in paragraph 1.5.;

professional conduct; and
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5.  Delete this preface (including these drafting notes) and the footnote associated with
paragraph 1.5.]



1.2.

1.3.

14.

1.5.
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Section 1. General

° 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

ISAP 1A, where appropriate.

Defined Terms — This ISAP uses various terms whose specific meanings are defined in the
Glossary. These terms are highlighted in the text with a dashed underscore and in blue, which

1 [Phrase to be selected and date to be inserted by standard-setter adopting or endorsing this
ISAP.]
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2.2.

2.3.
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Section 2. Appropriate Practices

2.1.1. Be satisfied that there is in place an appropriate model risk management framework

appropriate actions to mitigate these risks such as adequate model validation,
documentation, and process controls.

2.1.2. Be satisfied that an appropriate model validation has taken place. For the purpose of
this standard, validation includes assessments that the:

2.1.3.  Understand the context in which the model will be used, how model input will be

developed in-house or by a third party) should:
2.2.1.  Understand the model.

2.2.2.  Understand the conditions under which it is appropriate for the model to be used,

2.2.3. Be satisfied that there is adequate documentation of the model construction and

operation (including where appropriate scope, purpose, methodology, statistical
quality, calibration, and fitness for intended purpose), and of the conditions under

2.3.1. Understand the model.

2.3.2. Document, as appropriate, the changes made to, and any material impact of the

2.3.3. Be satisfied that an appropriate change control process is in place for the model. A

changes made, and allows any changes to be reversed.
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2.5.

24.1.

Using a
2.5.1.
2.5.2.
2.5.3.
2.5.4.

2.5.5.

2.5.6.

2.5.7.
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where appropriate scope, purpose, methodology, statistical quality, calibration, and
fitness for intended purpose), and conditions under which it is appropriate to use the

should be redone in whole or in part.
Understand and, if appropriate, explain material differences between different runs of

Document, as appropriate, limitations, inputs, key assumptions, intended uses, and
model output.
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Section 3. Communication
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