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Andrew Warren and Gerdus Dixon from Deloitte make the case for 
clarification of the role of the Head of Actuarial Function as it relates to 
the governance of IFRS reporting at insurers, given the change in the 
responsibilities of actuaries involved in the implementation of Solvency 
Assessment and Measurement (SAM).

Currently, many audit committees and boards of directors 
mistakenly assume that the Head of Actuarial Function 
(HAF) has retained the role the old statutory actuary held 
with respect to the actuarial input into financial statements 
prepared in terms of International Financial Reporting 
Standards (IFRS). In fact, there is no regulatory provision made 
for the HAF to review the policyholder liabilities reported 
under IFRS. We have seen many awkward interactions in the 
last year at audit committee meetings where the HAF had 
to remind others that their role does not naturally extend to 
IFRS statements. 

Note that while most non-life insurers did not previously have 
a statutory actuary, the principles discussed here are equally 
applicable and relevant.

While the HAF’s main role is to provide assurance and advice to 
the insurer’s board on SAM actuarial provisions, a requirement 
which was introduced in July 2018 when the Insurance Act 2017 
came into effect, there are many touchpoints between SAM and 
IFRS reporting, making the two interconnected. In particular, 
the HAF needs to a have a good understanding of the 
differences between the SAM and IFRS policyholder liabilities, 
and oversee the reconciliation between these bases presented 
in an insurer’s regulatory reporting known as the Quantitative 
Reporting Template.

Furthermore, insurers need to ready themselves to adopt the 
new accounting standard for insurance (IFRS 17) in 2022 or 
2023. It does not make sense for the HAF to sit on the sideline 
during this process, given his or her intimate knowledge of the 
products and processes of the insurer and involvement in the 
control environment. 
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Why the lack of clarity as to the responsibilities of 
the HAF? 

The HAF role replaced the function of the statutory actuary 
when the Insurance Act 2017 was promulgated. While there 
are similarities between the two roles, there are also key 
differences, which have been confused or poorly understood, 
especially when it comes to the responsibility of reporting 
on financial statements in relation to IFRS. For example, the 
HAF is required to be independent of the insurer’s first line 
management, meaning that he or she forms part of the “second 
line of defense”. This was not the case for a statutory actuary. 

Also, before the adoption of the Insurance Act 2017 the 
policyholder liabilities for life insurance regulatory reporting 
were calculated in terms of the actuarial guidance note 
SAP 104, the so called Financial Soundness Valuation basis. 
Those same SAP 104 liabilities calculated for regulatory 
purposes were then often used by life insurers for their 
reporting under IFRS. The statutory actuary therefore willingly, 
or otherwise, was instrumental in determining, and providing 
comfort over, the policyholder liabilities reported in the IFRS 
financial statements. 

Possible management models to clearly define the 
HAF role 

A well-designed roles and responsibilities framework helps the 
HAF, management and the board of directors to manage their 
expectations of each other. 

Included below are two diagrams representing this framework 
to illustrate this point. Diagram 1 shows a data flow structure 
that keeps the IFRS and SAM reporting functions separate. 

Diagram 2 is more evolved, given that the IFRS and SAM 
reporting functions are similar, and that insurers often deploy 
a single regulatory and IFRS reporting actuarial team. (These 
diagrams do not illustrate reporting structures; rather they 
illustrate data flow through the processes).
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(Diagrams illustrating data flow through the processes, not illustrating reporting structures)
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Clarifying responsibilities 

We contend that, given the inter-
relationship between the models used 
for SAM and IFRS reporting, it is not 
possible for the HAF to be responsible 
for the preparation of the actuarial 
elements needed for IFRS reporting 
while being responsible for providing 
second line oversight under SAM. 
However, since the HAF is providing this 
second line governance for regulatory 
reporting, he or she can act as a second 
line review function for aspects of IFRS 
reporting on behalf of the Board and 
CFO, if required by them. 

Under SAM, the role of the HAF as a 
second line function is defined in the 
legislation. When there is an agreed 
extended role for the HAF to provide 
this assurance over the production of 
IFRS information, there is no equivalent 
responsibility framework for the HAF 
to work under. There is thus a need to 
define these roles and expectations, 
and the HAF should seek clarity from the 
governance structures on his or her IFRS 
responsibilities. The extent of the HAF’s 
IFRS duties will vary between insurers, 
and therefore needs to be understood 
by all parties and documented to 
avoid confusion. 

Two potential items to be covered are:

Review of IFRS information

The CFO often depends heavily on 
the HAF given the specialist nature of 
the actuarial function in insurers and 

the HAF’s broad understanding of the 
business. Unless adequate safeguards 
are built into the HAF’s role, he or she 
could be perceived as a preparer of 
financial information. The HAF needs 
to agree to a scope of work and a way 
of working with the finance function 
(and CFO) that does not conflict their 
HAF or second line responsibility for 
IFRS information. 

Also, in their role, the HAF can provide 
input into the deliberations of the 
governance structures on matters 
of judgment with respect to IFRS 
information, but the eventual decision 
always remains that of the board of 
directors. The HAF should therefore 
also ensure that there are appropriate 
dispute resolution procedures if the 
HAF and the management, or board 
of directors, disagree on matters of 
judgement, or interpretation.

Role in the implementation 
of IFRS 17

A successful implementation of IFRS 17 
requires a thorough understanding of 
an insurer’s products, data, cash flows 
and pricing. It may therefore be sensible 
to involve the HAF as part of an insurer’s 
governance structures, especially if the 
HAF will have a future second line role 
under IFRS 17 reporting. That role at 
IFRS 17 steering committee meetings, 
board education sessions and investor 
presentations should be defined, but 
also not be in conflict with the other 
responsibilities of the HAF. 

The synopsis of this article 
is that where a HAF’s 
duties extend beyond 
SAM, that part of the role 
should be clearly defined. 
The operating structure 
of insurers’ finance teams 
need to continuously 
evolve to keep pace with 
the changing role of 
actuaries in IFRS reporting. 

As is the case with most 
good things, it may take 
time for this role to settle, 
and the outcome will 
undoubtedly vary from 
one insurer to the next. 
If properly implemented 
there is no doubt that 
an insurer is left with 
a stronger financial 
reporting capability.


