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T he Fifth Pan-American Actuarial
Congress took place in the beautiful
city of Buenos Aires, Argentina, during
September 11 through 13. Sponsorship

was by the Consejo Profesional de Ciencias
Economicas de la Ciudad Autonoma de Buenos
Aires (Professional Council of Economic Sciences
of the Autonomous City of Buenos Aires). The
Council is an Argentine organization that consists
primarily of accountants, economists and actuar-
ies practicing in the Buenos Aires area. There
were over 200 attendees from about 15 countries.
The subject matter was wide-ranging, covering
product development, social insurance, regula-
tion, private pensions and accounting issues.

Several members of the Society of Actuaries
were speakers, including Bob Collett, Harry Panjer
(our president-elect), Paul McCrossan (president of
the International Actuarial Association), Joshua
Bank and myself. Bob Collett discussed the regula-
tory framework for actuaries, with emphasis on sig-
nificant professional risk issues that actuaries are
facing around the globe, the likelihood of those
trends arriving in Latin America and what actuar-
ies may do to manage those risks. Harry Panjer
spoke about the use of models in actuarial man-
agement, and Josh Bank spoke about pension and
social insurance issues.

Paul McCrossan and I shared a panel discus-
sion with Dr. Ignacio Gonzalez, an Argentine pub-
lic accountant and president of the Commission of
Auditing Studies of the Council. Mr. Gonzales dis-
cussed the theory and practice of auditing. Paul
and I dealt with a financial reporting topic of sig-
nificant current interest: the forthcoming interna-
tional accounting standards. Many accounting
and actuarial professionals throughout the world
believe that a comprehensive uniform accounting
system worldwide is vitally important in today’s
global economy.

Paul gave a history of the migration towards
international accounting standards, to provide a
picture of how we got to the current situation. He
gave an especially interesting discussion of the
implications of probabilistic prospective account-
ing that go far beyond insurance. That said, he
emphasized that events may overtake the IASB
before they can get a new system of international
accounting in place.

I followed up with a technical analysis of the
Draft Statement of Principles (DSOP), as drafted

in November 2001 under the auspices of the
International Accounting Standards Board
(IASB). The DSOP is critically important at this
time for several reasons.

First of all, it reflected the thinking of the
IASB at the time of its promulgation. Second, it
represents a significant departure from current
accounting practice throughout the world. Finally,
the timeframe could be very tight for a complex
change, and there is still a possibility that it is on
a very fast track, for such a complex and signifi-
cant departure in methodology. A summary of the
high points of the DSOP follow.

The DSOP recommends rules for insurance
contracts, not insurance entities. Thus many ele-
ments of an insurance entity’s balance sheet do
not fall under the DSOP, but rather under exist-
ing or proposed International Accounting
Standards. Similarly, a non-insurance entity hold-
ing an insurance contract as an asset, such as an
employer who is a group pension policyholder, will
need to use an equivalent valuation approach.

The recommendation, insofar as recognition
and measurement of insurance contract values is
concerned, is effectively to move to fair value
accounting. As it turns out, the concept of “entity-
specific” value, a concept close to fair value,
appears to be more likely than a pure “fair value”
approach. The difference in concept is that, while
entity-specific value reflects the value of an insur-
ance contract to the entity (for example, using the
entity’s experience for policyholder experience fac-
tors and expense assumptions) pure fair value
more closely reflects the “value in settlement”
with a counterparty (the liability of one equaling
the asset of the other).

There is much controversy surrounding the
concepts in the DSOP, and while the date pro-
posed therein for mandatory compliance was year
end 2005 for companies publicly traded in the
European Union, it appears that this timetable is
going to be delayed.

Those interested in a more in-depth descrip-
tion of the discussions that took place at the
Congress with respect to international accounting
standards as they apply to insurance contracts, or
those interested in the entire proceedings of the
conference, including audiovisual materials, can
access the Web site: www.cpcecf.org.ar. �

Pan-American Actuarial Congress
by Edward L. Robbins
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