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Description of risk

Practice area

ion of Kev Risk: A regulatory risk which has the potential to impact on the public interest, as relevant to actuaries and their work

Impact (minor / moderate /
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Likelihood (uniikely /
possible / ikelv)
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Movement
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Likely Timescale.

Residual Risk Status

Comments

Recent changes/comments

Suggested action/mitigation
Resulatorv

Suggested action/mitigatior
Extemal

Responsibilty for
Action/mitisation

Actuaries failing to use appropriately validated models, or adequately
consider alternatives, contributing to errors or sub-optimal
stteges/acons. The development and el f AL echies Fo Lielong lerning offerng crtifation ndata
v :ehamm‘ ) science/Scrutiny of issues by IFoA Data Science MIG
(regulation and athics workstream). GI Machine Learning
interest detriment. Additonal) > in Reserving working party conducting research into ths
data, R8 ssed oint guidance with the RSS on ethical Use | oo vt 1ag 100 rar ot et o]
fairness and commercialdrivers. Ths willdrive a need for appropriate of data science to ncrease Member's e e oot 1o et
communications to Boards, and ultimately regulators, as to the Risk Management, Health and understanding, including the ethics of using Al / trols and testing p‘h"t ! Jy on th ‘“": 2"022 “:“’““ﬂ”“ status decreased from
g . . controls and testing so that users can rely on the igh to medium due o recent mitigating
Cholce of maodels,including | justification and validation of the data chosen. Thereis a sk that Core © No change in {FoA specic data sclence guldance published Q1 | g, 2 caralinformation / TAS 200/Various ICAT June 2022: A joint discussion paper from BoE/MT/FCA/TPR i due shortly | actons including the FAC's consultation on TAS
Hso1 Iy the ight level Ufe Risk Management Board, Major Possible Now and ongoing | 2021 on Members'professional and regulatory Medium "8
o et oot o oncions likelihood e e e oo | Workstreams ooking at models. Active Data Sience MIG which could give important regulatory update regarding this issue. 100 published in June and thei proposed
. o fgations o "8 | and community. This area also includes Health and Care technical requriements relating to data,
o v
ractice area. FRC TAS 100 consultation launched June assumptions and modelling
sex/race/etc. Investment advice using only backward-looking risk modes ssued May 2019, 1 Thematic Review |, B3¢7°8 e T2 1A 0 ComeuTaon Bnenec e
models, iven thatallcimate scenarios are different from the past report highlighted the risks around data science. proposes up a
to the use of data, assumptions and modeling section to
Impact the abilty through eflect recent updates to model governance. I this is
estrictions on data that can be used and questions that can be asked. A &
introduced into TAS 100 this will help to mitigate against
Restricted underwriting data could lead to higher prices for o
consumers, and/or lower profitablity for firms, where less
sophisticated risk assessment leads to higher uncertainty margins or
increased selection risk
1FoA signatory to Green Finance Education Charter
) / Scrutiny of
issues by JFAR including hghlighted hotspot in JFAR Risk
Perspectives. Sustainability and Climate Risk course /
reviousregultory consulation on ncorporatng | S0ty Board curted brary and practcl gdes
the IFoA
appropriate account i lack of e e o series of webinars / creation of Sustainability Research
knowledge of), or communicate clearly, the impact of long term commitments made b ZM Resuiaton Boond. nital | TOUENt Leadership Sub-committee and ambitious
‘exposure to climate related risks in their work, leading to poor e o ! | research agenda. Biodiversity and Natural Capital Worting| e 2022:Upates ncludes i actons o
in 2017 an egulatory Board as well s exteral actons,
public and e P ping . webinars, B
account climate change. Policy Team, Sustainabilty © No change in further updated Risk alert issued to al members in RB with support from | Timescales both immediate (05 years) n regards s
fes. Includes in particular, actuarial i i Ongoiny logs, case studies and other educational resources.
S0z tisks, biodiversity ang | 1U2ie% Includes i particular, actuaralinput to TCFD disclosures for . Board Malor tikely likelihood Eomne April 2022 / continued promotion of the risk alere | 2108% c25e tudies and other educational Medium Sustainability Board action, and long term ( 10,20,
" insurers and large pension schemes, investment decisions and i .
climate change disclosures ongoing/ the requirements
ling. Additional failto A e | blodiversit, nature-rlated rsks alongside impact of
take appropriate account of the need to take into account the Sestanatiity 6 be doseloped n Qaya 2035, cop | €imate commitments on actuarial work . FRC sued
importance, perits and impacts of gobal biodiversiy risks. 150 Tookon hw o conoer e wihn 0|, St o TAS 100i une 100wt prgossls
P included to consider this area within it requirements
v , FRCSTAS
and Funeral Plans MIG throughout 2020/21. The | relation to funeral plan trusts - opportunity to feed into.
Potential risks i the transition to FCA supervision of UK pre-paid Board issued 2 2021 R 00 by July
funeral plan trusts e transitional risk 2022/ FC d bout risks / fssue June 2022: FRC published a cal for feedback on
UK FuneralPlan Trusts | pricing and/or valuation work.Some trustproviders may a0 0Btan [ o No change n FCA supervision take effect n July 2022. 2021 AMS | raised in 2021 JFAR Risk Perspective/ FCA publshed final TAS 400 and the Funeral Plans MIG have Input
4503 | tanstioning toFCA | FCAauthoration o may <hoose ot 0 aply and nth ransion | UK 105 BEsedprepsld Funer o e wor Posile Mo change 202022 [Themati Review publhed i rl 202.Reg board| rues n il 2021 ght f fecdback rceied/IFoh Medum w8 rio e oh spene Workio b o e
supervision period, seek to extract surplus funds from the Trusts. This could raise P rest Group el considered itsresponse to the findings of the AMS | Funeral plan MIG held a roundtable in 2021 to discuss e o
tisks for the Trust members, and reputational isks for the actuarial report in April 2022 and agreed to update the | issues of new FCA rules. FRC published a callfo feedback akenaffect after 26 1ty 2025
profession. current APS Z1 and aswell | on TAS 400 July, which the Funeral
as finterest to " Plans MIGh dinput for the IFoA"
light of recent Safe Hands isue. FCA supervision takes effect 29 July 2022
Proposed fast-track funding basis is inappropriate for certain schemes R deep dive on topic with TPR Executive in Aim of 8 "
P ‘8 PProp ° P 1FoA Policy Team monitoring situation and awaiting schemes. Not clear how risks such as climate change and the specific
P attendance at November 2021 meeting. AMS
PR proposed fasttrack D8 dment) 1 keihood s o et s ca il | 2UtCOME of tPR consutation on DB funding, expected in A8 with supportfrom | Ceumstances of individual schemes will e llowed for. Ris tht the more
Hs04 propose P Jucr Pensions Sustainabilty Board Major Possible 202225 porate b 2nd half of 2021 fearly 2022. R8 to lise with Pensions Medium e risk risks remain,
which for those increasing touch on this area. The initial findings to be § Pensions Board
Board and policy team once TPR's final consultation is RB could work with tPR/Pensions Board to highlight ssue and find ways to
and/or actuaries do highi presented to board at Nov 2022 meeting, ful report e e
imitations where  fasttrack approach i Feb 2023 meetiny il sk statu
ations where a fasttrack approach i adopted. t Feb 2023 meeting should be updated once TPR consultation outcome known
Increased focus by trustees and sponsors on reducing risk may lead to more
actuaries advising on scheme-wide transfer offers, with the potential for
The IFo Policy b
Risk Transfer document, which touches upon some of these risks, but, more.
Risk of poor outcomes for scheme mer licinterest “This s raised in the JFAR's 2021 Risk Perspectiv
sk of poor autcomes for scheme members/public nterest by Discussed by kB during deep dive in Feb 2020, A8 s raised i the JPAR's 2021 Risk Perspective specifical, thisis a topic that s aised In the JFAR'slatest isk Perspective
consumers making inappropriate DB -> DC transfers document, of which the IFoA s a signatory. Also RB with support from
! © No change in Chair worked with IFoA Policy team on the document, of which the IFoA s asignatory. There has also been a significant
HS05. DB to DC transfers Risks around actuaries' role in providing advice/communications pensions. Regulatory Board Moderate Possible Medium 05 years activity on the part of the Medium Pensions Board / IFoA
likelihood Risk in 2021 amount of activity on the part o the regulators, including publication of
(either to members themselves or to trustees or sponsors) that , regulators, including publication of further FCA guidance Policy Team
pisiirii e which touches on ths isk. e o Fen o further FCA guidance and joint guidance between the FCA and TPR. It
@ ® Joint therefore seems that there s (and continues to be) a ot of actvity to raise
‘awareness already and it sn't clear that there is a need for the Board, at ths
stage, to take any further steps. It will, however, contine to be monitored
and wil be captured on the horizon scanning register.
EU rules leading terms oA Policy Team continue to monitor changes to
of the extent and nature of the regulatory framework as it relates to Regulatory framework / respond to consultations as P e
actuarial work, This could lead to a © No change in Scrutiny of i d appropriate and review/The Summer 2020 the new financialservices bill PRA continuing to carry out a une2022:To b reviewed urtherfor
H506 P Al Policy team Moderate Possible Medium & 05 years 4 eproprate / /T Medium R, ICAT, Regulation Team e to carry November Board mesting
et of Brexit public. likelihood [ e lot of wark in this area. Lielihood trend may be decreasing.
d including those regulatory related and a UK version of the
. in particular to p Solvency Il regime.
“Awalting outcome of research conducted by EquIty
Release Mortgages Working Party / Ongoing dialogue
with PRA (through Policy Team). Virtual meeting took
Discussed by RB in May 2019 (faciltated by member | place in spring where PRA was interested in WP's plans
Role of actuaries in advising on ERM product design and/or key very o . Va0 " D ot e ool
longevity, ' June 2022: Updates to reflect FCA acton and
© No change n ERMs by RB in July 2021, Seeking update from the | outputs in June 2021/ risk highlighted in JFAR Risk R with support from Life
H n limate risk). T isk of poor pricing i Possib 05 years v i lishe AMS Themaic review.
07| ity rlsse morgses | uaanees and it ). here 3 of poor g aucomes ufe Policy Team Moderate ossible WMedium ot ¥ RN working pany on curent s AVIS M | Perepectie 2023 FCA wrcing itenvention took effect Medium Boord & 1Fon iy Tearm AMS Thematic review on ERM now published and ongoing
for product
‘Thematic Review is currently published and | early 2022. FCA likely to monitor impact of intervention
rovider: 1l 25 reputational i rofessi
providers, as well as reputational isks for the profession oo board pooss '
consequences; impact not clear as at end Q2 2022,
Jan 20
CIA proposals to combat lssues of oyaly penaltes /
Role of actuaries in pricing of G products and related public nterest Area of focus for industry regulators including FCA
issues including loyalty penaltes, ethical use of data, recent FCA including re 1 Home and Motor pricin
g lovaty b Standards Framework (in particular Actuaries' Code | (Incudingreport on Gl Home and Motr pricing
report on GI Home and Motor pricing practices etc. practices) / Policy Team conducting project on fairness in
which requires members to act with integrity) . Reg.
There is a risk that actuaries have been a key element of hstorical pricing /FCA published policy statement on Gl pricing in Risk al
Hs08 ricing issues and 25100 slow to act n terms of 6l Regulatory Board Moderate Possible © Nochange in 05 years Board conducted deep dive on this sk n 2021, |1, 2551/£cA pricing inervention took effec early 2022 R with supportfrom 61 i be in the process ol ) A action.
pricing pricing v Bulatony Tikelihood v with the FCAIn attendance. AMS Thematic Review | pricng v Board / IFoA Policy Team s polier
mes. Proposed FCA FCA likely to monitor impact of intervention in due statement
report published on GI Pricing for UK Home and
even more focus on traditional actuaral areas of data Motor Insurance. course to understand if having intended consequences;
selection/analysis and modelling and there i arisk that there is impact not clear as at end Q2 2022. Pricing rules changed
insufficient balance between customer and commercial perspectives. from Jan 2022 (e superseding CMA and FCA actions in col
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Curren e et o reserin i by cocern ver it (i
Role of Gl actuaries in relation to insurance firms' reserving policies. e e e the ot Ukrlim)
Concern raised by PRA in its Nov 2019 ‘Dear Chief Actuary' letter that P e S v
Ey— o .o Py Tea todscss eserng s it sugport o i | G et e
Hs09 Gl reserving firms could be taking an overly optimistic/biased view in relation to 6l PRA Moderate Possible Medium 05 years Medium
icresung hen thy nes metwih P e T80 S/ Fon Pty Team | arenty et scsmotons
feeve ssssments. PBIE et 15 ems fesrvng undue e by setng o st fre nsionssmpons/ corsideraton of
commercl presres r beng brough 0 beor n s o ex cmsovrovery sy
Regutor o CO Person ShemesWorng
New o schemebeng implemented it gt o Far i e nd warin on rapoas. B 5 e 202 Updtesto et onging o
sctars et PR— consr onataton on COC PeionScheme R it supprt o | Lkelhod depends o uptak of COC Schemes. ety Ryl sy ool o corssd o
; - ‘ "
10 Schemes operation. Consumer impact if any issues arise with the Pensions Folley Team Moderate Posivle Medium likelinood o8 proposals a their luly 2022 meeting, to consulton | A€XU1e8 on DWP Broup advising on egisation Medium Pensions Board employer to be adopting this type of Scheme. . To be reviewed depending on outcome of
implementation of COC schemes. new PC and revised APSL. Reg board inputed into upcoming regulatory consultation.
190 Co cod consltaion n arch 022
L 02T ik hasen gl b
v et hrgs ok he
‘Uneertainty-over Seottish- ©>Hoehangein | - g 7 first Scottish referendum , and despite talk of
sctihaonns
il Independence M Moderste Possible Medium G P Mediom g IndyRef 2, this would not be consfitutionally
(B S I A S B L ConminamD vaiid because the UK Government is unlikel not|
s
oseinihepoblmess om ey ok
s elte o uncertanty over whethermare tanane Schee
Actuary appointment should/can be made to a Master Trust and
o — B ey —
Uncerantyormnd ousnito ‘ Regutor oy Team o osider s ar o PCchen eiew ] ONSUS| 13 s t AR comtinse dcsons i TP o ety Pty T | 397410 orsidranyftre ook it s tpicondwhethrwcombine |
dotg | IesuemenslorSeheme | L ot S o MT. Concens o ased b h rC bout pensons i peons Woderae e vien ongang | S for members asnaMasr S/ | enons o, Comtatonon ser st s | edum | ety ol team | (S0 PR e
cuar appaniments o | ¥ty tomake aecionsansplatons g o new ractionrs PcC . wsto o of COC comutaton, xpecte by summer 2 : ot "
how't
dineson volme of A sppomets.
rT—
o s s e i
Pepsiens. I A-hkelboed s ow o v The
. [— - ey S—
e inceving
coomesom oo b dessors = o sante ireheassimamet oo o asstumton [t reBtes,ahn e et s
o
sheeksdisconnections tinvestment or product refated}.
woon 1o Communties Tea conrdnaing AT nchuig wrktesms coverg
P ot eapacty, Scrutiny of Covid related issues and implications by IFoA s & s s
Rk oriaceraepandee | 7L 1L eeote, andl prsre ko e 0GP, o Restoy sk e reviously e on COVID-19). gneraly/conderaton b Reglatn eam and Foh Ccments 1o Genly WorSEamS Of I T ST TS| |
Hs14 ure p: illness) // poor or no contingency planning by actuaries in reserved Al Regulation Team Moderate Unlikely Low kelihood i Ongoing. " unication issu i w re are public Low RB, ICAT, Regulation Team | due to be closed as a separate project and active work being moved into une 2022 Fisk changed fo reflect lasting
Tongeuityasaresutofthe. | 1750 e et e decreasing issues of regulatory compliance & contingency | interest implications / Specific ICAT pensions workstream e o e b o o P effectsof the COVID-19 pandemic.
COMDASPRSeTic | pcumics ot think b ot mprvethei pndems parnine foking at contgency plnring o Scheme Acturies/ Pracics e ¢ bcomingCAT verson 3 ead o AT 2 volaier
modelling. " attend February meeting of the Board to discuss further.
e dicused 2 by mestin of h g o
Aton a0 allow it meting wih P
i ot wha s s, Whs e £
hre s b concn e byt PRA hrugh th o Frum o g v on s e 1 oes
ey s Concen ke prfessions eptaan. et
g n kot PR— betwean FATCR and membersmolved n i R0, ety Pty Tea, [ o———
s @ e Woaerae sossve ow ongon ow
of independent experts for | availability of experts in Part VIl transfers, meaning an increased risk / likelihood gomne area of work held in May and Board updated on this Pensions Board, JFAR
art Vs | thtcofcsof et wil s and xperts oy o 0 coficied i by eting,Avaingeedoackrom A
‘onemanucies rom e 2073 evnt st hethr s e
nese artervestigaton, or wheth t s
e, T kil viwed and il b
removed i1 s
[ —
1 b v pblhed an ariclin
high inflation on Gl reserving| Due to increasingly high inflation because of rising prices in the UK, 1 board have published clointhe
. sy 202 member sl el 8,1, b reves
consumers| of benign M likelihood is Gl Board member attending the July Reg Board June 2022: Updated to reflect upcoming deep
s @ e of e 6 b oserte rosle wedum ongang enaeemnt i the Gl s o csabishheher s | Medum | ongaingergeement i
et contdence | nflaon nmany Gase, st il praied oy icressng esting o conduc dec e on i o b
st b st il 1 e the e o
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