Japanese Translation of ISAP 2 — Financial Analysis of Social Security Programs

Translations of ISAPs have been made by local member associations or members. The ASC has neither reviewed
nor endorsed them. However, they are provided on the IAA website as a service to members.

It should be noted that the local member association may have also made some adjustment (for example, adding an
additional point), so the “translated” version might not be a precise translation in all respects.

With respect to this translated version:

. The translation was made by The Institute of Actuaries of Japan and submitted to the IAA on 10 March
2014.

. The translation is still a tentative draft version and it has not been formally approved by The Institute of
Actuaries of Japan.

The Institute of Actuaries of Japan has taken no action with respect to ISAP 1 at the time of submission of this
translation to the I1AA.
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Preface

[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;

FX

[TEICEZ o TDEE - PO Fa 7Y —BEDREHELN - DEEFFHFT & E/2/4,
ARDELYRYBSINETH S,
1. XZHD"ISAP 1%, BB TRESNI-BEDEFICEEHA S,
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2. Modlify the wording in paragraph 1.4 to point to the local standard(s) that are
substantially consistent with ISAP 1, rather than referring to ISAP 1 directly, if
appropriate;

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

4. Review this standard for, and resolve, any confiicts with the local law and code of
professional conduct; and

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

This International Standard of Actuarial Practice (ISAP) is a model for actuarial
encourages relevant actuarial standard-setting bodies to consider taking one of the following
courses of action, if it has been determined that this ISAP is relevant for actuaries in their
jurisdiction:

- Adopting this ISAP as a standard with appropriate modification, where items covered in this

ISAP are not currently contained in existing actuarial standards;

- Endorsing this ISAP as a standard as an alternative to existing standards;

- Modifying existing standards to obtain substantial consistency with this ISAP; or

- Confirming that existing standards are already substantially consistent with this ISAP.

Such an adopted standard (rather than this ISAP) applies to those actuaries who are subject to
such body’s standards, except as otherwise directed by such body (for example, with respect
to cross-border work).

When this ISAP is translated, the adopting body should select three verbs that embody the

concepts of "must”,
even if such verbs are not the literal translation of “must”, “should”, and “may”.

This ISAP is not binding upon an agtuary unless the ggtuary states that some or all
of the work has been performed in compliance with this ISAP.

2. ISAP1 ICER T BDTIZ% . ISAP1 L BEHILEHBDEEIZERT EL 5/, /¥5
J5714DXEFEET S,

3. /NI 15/2H0T, BULERRIATEERT .
9. CDEEIZDNT, BHEDERERVITHHRILE DT —HEREL., FRT S,

5 COFX(TZEIZEZ>TDEE FEE)E/NT TS5 T 15125 ZFHIBRT S, ]

COEB7HIFa7Y—RBEE (ISAP) . 7/ F a7 —EEOREHRBELIRET 51

HDETILTHD . BEFTE70F 17 )—HEORTHENC D ISAP # B EDEEHEBD

TOFa7)—IEETZEDTHZLEMLEBA. BE72Fa7)—% (JAY) &, B

BEFTET7IVFaTI—REORTERBENRDT IS a3 0O0NThh—D%FMB I L EHRET

%
+ ZOISAP THN—ShEBELNBEDT I F17)—HEIZEFATLEWNEE, &

YEEBEE{T>-LTIDISAP 21EBT 5%,

BEOELEDKAEL LT, Z0OISAP 2#&ET 5,

CODISAP LB YBEMIZHE LS. BEOREXEET S,

BEFEOERENEIZZ O ISAP LAY BEMICHE>TWNS I L 2RRET 5,

(COISAP TIEAL) ZDE S ITERASH-EER, RAY HHENEET 558 BIZIE,
ERZF-CEBICEET 2158) ERE. TORBOEEOMRELGDTIFa7)—IC
BRSNS,

C O ISAP EFIERT HFRIC. AT B, ERTEC T, [SAPLO 1.6 EFEICEHD &
Y. "must”, "should” RV "may” OBMTERET S IBHEOHAETHERL THRATAE
THb,

FOFrF7Y—IX . BEDEED—HBRITLENID ISAP [CH->TWD LR LELMES.

Introduction

This International Standard of Actuarial Practice (ISAP) applies to actuarial.services performed

3
j

COEMTIFaT ) —RBEE (ISAP) &, HEREHE (SSRs) ICEALTRTShST
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in the context of sQgial. sequrity. prearams (SSPs). It is intended to:
- Promote the development of consistent actuarial practice for SSPs throughout the world;
and
- Narrow the range of practice considered acceptable under ISAP 1 — General Actuarial
Practice.

is clearly identified.

Because of their significant expertise in preparing long-term financial projections, actuaries
often play an important role in carrying out finangial analyses of SSPs. Finangial analyses are
commonly referred to as valuations. Due to the reliance placed on actuarial projections in
public policy decision-making, it is important that the short- and long-term demographic and
economic analyses of these SSPs provide objectively-prepared projections of their future
conditions.

In this area of practice, the International Actuarial Association (JAA) previously adopted JASP. .1
— Guidelines of Actuarial Practice for Social Security Programs, which became effective on
January 1, 2003. This was a level 4 standard (which has the effect of a current international
actuarial note) and is superseded by the adopted version of this ISAP.

Few existing professional standards and guidelines specifically apply to SSPs. Most countries
Its action is supported within the International Social Security Association (ISSA) and the
International Labour Organization (ILO).

DFaFITI - H-ERICHERAEING, ROZELEBHMET D,

HREDSSPS[CRAL T, —BLE7IFa7)—ERBEORFAZRET 5,

MSAPL-— I T O F a7 —EHI ITE SV THESINLIEBOHEE TE LT
INELT B,

CDISAP THERSNDAEHED S5, ISAPLTHBESNAGNEHIZ. T ISAP [ZEH L TEAHE

HOEATEEHRENEES . MR E— B0 HERE (HREHE) LShhd, 2
HBEOBEBREL. 7HF217 —r T 2HMBEALISAS (EET H10I2. Ch
50 SSPs DEH & EHMOHERIRE - BREOHMT. BENEETOANN. BERMOLHRO

FERBLEZRBLTVWSZENEETH S,

CORBAFTIE. BRE7I/F27)—= (AA) [F. LIETIZ JASPI-HEREFED=HO
FTOFaATY—EBOAA 54 V&RAL, 2003F 1 A 1 HIZHETLz. ChIFLALA4
RAEUE—F (REQEERTZIVFaT7)—/— b ORNEFT ) THo=A, REBShiz
COISAPIZH->THRb N D,

SSPs 2[R » TEA S W ABMROHOREOH A K54 VRELAERL, EEAEDHE
CEERDE. COFBIE. BRELREGS (SSA) PERSEEE (110) (<& YZES
hTLS,

Section 1. General

SSPs, or reviewing, advising on, or opining on such analyses, to give intended users
confidence that:

- 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.

oy ar 1. RAl

1.1. B - COISAPIX, 72 FaT)—hSSPs DEBAMEERTTHEIC, HHWLIZE

T. ROERZEEZ2-0O0HA 4L RERHRT S,

CFHFAT YT H—EZANEMMI, EYIEEL T, EITSATNS,
 ZOHEE. NEETIHAEN—RITEEBASLDEL>TEY ., BHRICHNY P
FTCRENTHY . BELTATORRERESATS,

CBEALEEHRE T (ETARVETY VY OREEAOH, ThIZRET 50 TIEA
V) ASEGICEREN TS,
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1.2. Scope — This ISAP applies to agtuaries when performing or reviewing, advising on, or
opining on financial.analyses of SSPs.

EOESMITHLTLEaA—, 7RNAA R, BERRATIRICERSND,

this ISAP but still comply with the ISAP:

1.3.1. l.aw may impose obligations upon an gctuary. Compliance with requirements of [aw
that conflict with this ISAP is not a deviation from the ISAP.

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

1.3.3. The actuary may depart from the guidance in this ISAP while still complying with the
ISAP if the actuary provides, in the report, an appropriate statement with respect to
the nature, rationale, and effect of any such departure.

Paragraphs 2.6, 2.8, and 2.9 of JSAP..1, as madified by paragraph 2.6 of this ISAP, cover the

situation where the agtuary, is directed to use certain assumptions or methodology. The

1.3. BF - 7HF 27 )—MNIDISAPDHA VAN SEBE LTSN E LA, 2
NTHEELEZDISAP #EFLTWHLEEADKRRENH D,
13.1. ZRENTIFaT)—ICEBERTHELABL, COISAP EHERT BESZED
BEHIZHES T EE. CDISAP b D& & XS,
13.2. ¥BICERAINS 7O Fa27)—THHRENCOISAP LHERT 50 E LA,

D ISAP EHRT DMEITHRED &1L, T D ISAP Ao DR & (T 5730,

133. ZHFaTY =M. LE—KIZHENT, ZOISAP DHA XU AN SEBT S ED
HE - 5% - EEFEYICBRTOAIE, ZOT7 7 F 27 ) —IFFLZIDOISAPIC
HE->TLVB,

CDISAPD/ISST ST 262k >TBESKIZ [SAPLD/INSTSTM 2.6, 2.8, 2.9 (%,

TOFaT7N-AHPMHREFEEERTHESIIHETRESNIRRENN—T S, Chb

equally to this ISAP, where appropriate.

In particular (as laid out in paragraph 1.6.2 of ISAP 1) 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 in blue, which is also a hyperlink to the
definition (e.g., agtuary).

Z D ISAP A JSAPL. &Y HEBET ZEHERULT., ISAPLICE XKLL TIEELS L, 2D
ISAP A ISAPL & Y HBET DB EICIE. IRSTSTDHDHICRELMNREN S, [CD/RS
G35 7XISAPL DNZ TS5 T XYy IZHoTRHZELDTHSSAPL T Z D ISAP" SR EH

ZBRIT. COISAPIZEFLCEASND EBMENDINETH D,

452 (ISAPLD/RS 557 162 ICHRENKSIZ) COXETIX, AEBERTERLGEKE
FELTWAHALAEZFERALTLS, COLSHAERK. SHOTHAZOFFETTE
SNTHY. BERHEOERICUVIEhTWS, (Bl 79F17)—)

! Phrase to be selected and date to be inserted by standard-setter adopting or endorsing this

1.5. %8B — ZDISAP X, [OOFEOOBROOR] H#IC (RF&hf- /MHEEnf
HAEL-HEBICEELCETINFLTIFaF7 YT -H—ERI IR LTESTH S,

V[COISAP #RAXIFRRT HELRTEEN, XEEBRL., BtEAND]




001

RO O DG

ISAP2 (I ERIEHEDHBOWICET AERT V727 —EHEEHE)

258

iR

ISAP.

Section 2. Appropriate Practices

consider all relevant SSP features, the policies and the stated intentions of the sponsoring
entity, and current law, if that information exists and is reasonably available to the actuary.
exists with regard to certain benefit provisions or financial measures (for example, the basis
for future indexation of retirement benefits). For a newly established or substantially
changed SSP, the actuary should take into account other relevant information, including
relevant experience in comparable SSPs.

o a2 BYNGEE

2.1.SSP DRBLEEFFDEER — 70717 ) —F FHRIFEELAEMICFIARIRELS

EERITRETHD REDHRAARTOUBREE (FIZ (L BRBTORS 1 FIEROER)
ICETBERENFELLBWVES., 72 FaT7 )~k (BEELSH DA 5 HELSh 185

2.2, Data — The ggfyary should consider what data are required in order to perform, review,
advise on, or opine on the finangcial.analysis of the SSP. These data might include:

a. National or regional demographic statistics on variables such as fertility, mortality (life
expectancy), morbidity, and migration (if such data are not available on a national or
regional basis, the actuary might consider information from a wider geographical area that
might apply, or it may be necessary to rely on relevant and reliable statistics of
international organizations);

c. Economic experience, labour market conditions, and inflation;

d. Financial attributes of the SSP, such as contributions, investment earnings, and liquidity of
assets;

e. Benefits of, or claims on, the SSP;

f. Number and experience of classes of contributors and beneficiaries of the SSP;

g. Covered salaries and past service credits; and

h. Censuses and population surveys covering, for example, family statistics.

22, T—8 — FHFaTI)-FSSPOFBAMERT. LEaA—., 7 ENM R, BRRH
TREDIT, ADT—EABBENERTAETH D, CNLDT—LEROFEEETH D
(0% (R~ AN
a. HAR, RTER (FHFH) . BFE. TLTBROLSLEHCETIE2EH DL

HAHDAOHE (EDESI3BT—E2ALEHHVEHAR—IATHATELRIMGE, 77

c. #FICET HEMEMET. FETHERE. 1271
d. REEH, ERRE. EEORBEDIKRD & 5 7 3P DB D%

€. SSR. DRI DIRI. #H % WILHHEFE DK

f. SSP. DIERNBOWMRIEE - FEEICEHT 5 AR Z OO ERFMFET
g. WREGHBSLBEDHHAMDKER

h. Bl Z [SEFHAFOELRECAQRE

assumptions in a financial. analysis of an SSP. Neutral assumptions are such that the actuary
expects that the resulting projection of the SSP experience is not a material underestimate or
overestimate.

—HAHFTHESLENRTH S

231 F2FaTN—F BEOBRRENTL. FROFIRERET S0, FIATEE
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available data permit, to analyze past experience and to set future assumptions.

2.3.2. The gctuary. should select assumptions that reflect the time horizon of the analysis
different time intervals in the projection (e.g., a common technique for this is to use
recent experience as the basis for the model assumptions for the first “*n” years of
projection, with longer-term trends applied to the ultimate assumptions after the first
n years (select and ultimate)).
when selecting the model variables and assumptions for an SSP. finangial .analysis.
The actuary should consider to what extent the SSP is “immunized” from the volatility
of some variables (e.g., life expectancy) by the automatic balancing mechanisms.

2.3.4. Credible experience data might not exist for a newly introduced SSP, or for new
benefits to be provided by an existing SSP. To establish assumptions in such cases,
the actuary may:

a. Investigate the risk characteristics of the potential covered population through
surveys or enquiries until credible data are available;
b. Consider the relevant external experience, including:
- Other SSPs (including the program being replaced, if any), or
- Other countries;
c. Use reasonable proxies or default values as may be appropriate.
If credible experience data do not exist, the gctuary, should disclose in the report that
the financial analysis has been based on incomplete data (and perhaps none relating
to the SSP itself), and should consider recommending that financial analyses should
be performed again as new information becomes available.

2.3.5. If the agtuary, uses assumptions that include margins, then the actuary should disclose
in the repart the basis and rationale for the margins and explain the relationship
between the result using the assumptions that include margins and the result using
neutral assumptions.

2.3.6. The agtuary, should consider including in the analysis projections based on other sets
of assumptions such as those that would result in high projected costs and those that
would result in low projected costs when such projections are helpful in analysing the

BT —2 QEETEERAIMORTERAITAETH D,
232, ZHFATH-BHAWDIALRSA XY 75 FEUEMD LA ZRERL AT

BRRYT ML LAGL BIZE, S ELNDFEERND n FOEBECITRE
ORBEEAL. FYRBO LY FEEADO N EZEBLIEROLBRICE T8
REISERT S (BT ERBHGERE) )

SSPAEH (BIRIE, FHER) ORST 4T DEEHDEDEERNTINS
DERHTRETH .,

234, EETESEMET— 4L, Hf-ICHASNT= SSPOBED SSP.THICHASN D
BAIZE, BELELAS LRAEL, 20&5HBEICHIRERET 51012, 7
HF 2T —FROBEEFTS5hE LR,

a EHETERT—ANFEARICLSET, BELEMEZAEL T, BANRELS
GL—TDY R EEERE
b. BET A MOEET— 5 R, BRI
4D SSPs (6 LhIE, BHEEST)
- HOE 4
C EYEERHNBEMOT T4 MEEER
EETE P3RBT —AABEELBVEE, 70 F 27 —[ELHK— k0BT, B

DRIRETHY. FEERSFATRRE G o RICHE., HBROMERTSA
PRETHDHEMBTHLERHIRETH D,
235 FHFATN-HRLFBEECHIREEATH5E. LR LORTRLEED

AEMEERZARL. KRB ZECIREER LBREPULIHREFERAL
HROMOBERZEHATRETH S,

BATHAHEIC. BARKNIDENEEEZONDAMRP. BOX MMIDHEMNBE
ZZONBHMRICEIKHBOERRBELLMBANICEDS C LERIFTANET
H5,

2.4. Consistency with the Financing Method — The actuary should use a methodology
that is consistent with the financing method used for the SSP.

2.4.1. For pay-as-you-go or partially funded SSPs, the analysis should use an open group

FREFERIRNETH S,
241 BRAXH S WNIEHFEILARD S3Ps (CEAL T. 7#(E, REEFFRDIMAZ DU
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methodology, under which contributions and benefits of both current and future
participants are considered.
participants’ working years), the analysis should use a closed group methodology,
under which only current participants are considered, with or without their assumed
future benefit accruals.
However, if the actuary judges an alternative approach to be more appropriate, that
circumstances, the gctuary may also consider reporting the results of the finangial.analysis
under:
a. An open group methodology for pay-as-you-go or partially funded SSPs; and
b. A closed group methodology for fully funded SSPs.
If the Jaw specifies a methodology for measuring the actuarial assets and obligations that
does not follow either section 2.4.1 or 2.4.2, as applicable, the actuary, should communicate

HEBRMOMANBERE SN SHAREAFEREERTNETH S,

) ICEALT, 2. BEOMAZEOAERSNSHAHEAFEEFERTAE
THd. TOBE. TNoDEQFRAMICHGT HEADREEERELTLRLL,
LASTHRU,

LALENS, 72 F a7 -BRBFESSYBEY EHETH5E, LE-LOFPTE

a. BRALDH B WEIEHIHEILA XD SSPs BT SRAMERF ik
b. T2 AXD SSPs BT HRAHEEF i
BEREN. 2410242 1O BVEELABAOAEICET SFERERET 558, 77

DAL T RIZHRESRETH D,

independent expert.
2.5.1. This review might address:
range both separately and in the aggregate;
b. Whether the results of the finangial analysis are within a reasonable range; or
c. Other aspects of the financial analysis.
2.5.2. “"Independent expert” means a suitably experienced reviewer who:
a. Has not been involved in preparing the wqrk that is subject to review; and
b. Is not employed by the pringipal or its sponsoring agencies.
In this context a reviewer contracted by the principal to perform the review is not

providing the reviewer with any requested material in the actyary’s possession if the
terms of the actuary’s engagement so permit, and by being available to discuss data,
methodology, assumptions, and other factors as necessary, with the reviewer.

2.5. M LI-BPAIRLE 21— — BERAMIELIELERI LA-SMRICEELEL—%2
52 ERRESNTLBBEN DB S,
251, COLE 21— XROBIAER S AL S 5.

a. MBI TEASNIERMEAE LTLLARTHLRENLTHEENTHLINE

252" LE-FMRERFHES LWVEROHIRDELSIBLELT—EEKRT B,
a. LEa—Sh3EBOEMRIEE L= ARG

COXIRT. LE1—5RFT3-0IKEE L 2HLILE 17 —E, KEEL
B EEECERSA TN EFEZ AL,
253. BB ET o7 2 F 27 ) —ld. BHEENHTRET, 72F 27 ) —OF

BISEHEEFBICHCTRBEL., T—4., Fi&E. iROBOERIZOVTHLEIC
ELCEMDEFET D LICEYLEAT—ITHBATRETH D,

2.6. Assumptions and Methodology Mandated by Law — [This paragraph replaces
paragraph 2.9 “Assumptions and Methodology Mandated by Law” in ISAP 1]

2.6. ESETEHONENIZEFE — [CONRSTSIIXISAPL D/RS55 57 2.9 &S
ZTEHONFREFR"ICR>TRDB]
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When an assumption or methodology is mandated by |aw, the agtuary, should apply the

R EFENERETEOONTVSIGE., KEEZTOMIZE YIHRIEFESRES

BRATARETH D

Section 3. Communication

3.1. Report on Financial Analysis —

a. Includes enough information to enable sound decisions to be made;

b. Discloses who the principal is, what the purpose of the financial.analysis.is, and
the instructions given to the actuary;

c. Indicates the nature and timing of future cash flows being quantified;

d. States the nature and significance of material risks faced by the SSP;

e. Explains the approach taken to the risk in the analysis;

f. Indicates the nature and extent of any material uncertainty in the information it
contains; and

g. Indicates the sensitivity of the results to variations in key assumptions and
methodology.

3.1.2. There are several measures the actuary. might use to present the results, including:

a. Projected cash flows and ending positions;
b. Discounted cash flows; and
¢. Required contribution rates for sustainability.

3.1.3. This section applies specifically to reports concerning the projected financial status of
an SSP. The actuary should include at least the following information in an SSP
financial.analysis report. The appendix (which is educational and not part of the
guidance of this ISAP) shows lists of possible content for most sections of a report.

b. Key dates:
- Valvation date;
- Report.date; and
- Date up to which all relevant information had been taken into consideration, if it
c. Methodology, data, and assumptions;
d. Results and findings;
e. Analysis of results; and

+ovar3. a3az=45—v3>

3.1 MBSHDOLAR—+ —

a. BEGREEAMREET HETOTAREREST
b. KIEEA M. MBATDOBEMIEEN, ELTT I F 2T ) ~DETRREL

C BEREENEFEF v Y2 70—DOHELHZUFEERTT D
d. SRAEETHIEELR YRV DFELERMEZHAT S

e YRUDMDFEZSAT S

f. LK— MCBFhBHRICET 3ELTRRIEOHE LBEERTT S

g. FELAFROCFEDELISTST B ROBRIGEERTT S

312, 79 FaT7 A RRERTEOICERAT 2FRIIVL 20 H D,

a. FRIENDAFvya70—EREBHULGRS 3y

b. ¥v v a70—0RMEHRE

c. FIEAFRT 5 =-OITBEGRIRME

b. XELZ A
- MBS ITOREER

c F&E. T8, TLTHIR
d. BBOER
e. RO
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f. The actuarial Qpinion.
3.1.4. The actuary, should include a formal statement in the report that the report has been

standards of practice or this model ISAP.

f.70F27)—DER

3.2. Actuarial Opinion — The gg¢fuary should provide an gRinion on the actuary’s
assignment:
following hold, or do not hold:
a. The data upon which the repart is based are sufficient and reliable;
b. The assumptions used for the report are reasonable and appropriate both in the
aggregate and individually; and
c. The methodology employed is appropriate and consistent with accepted.actuarial
practice.
3.2.2. Unless paragraph 3.2.3 applies, the opiniqn should include a statement with respect to

its continuous capacity to support the benefits offered by the SSP when considering
the applicable financing rules and the future demographic and economic environment
in which it will operate.

example, the actuary might be asked to estimate the effect of using a revised
population projection while keeping all other assumptions the same.) In such case the
Qpinion’s scope (especially what is not included) should be clearly articulated and
pertinent to the question.

BEEBRI~=ThE,
32.1. X555 7323 MBERAENEVEY . 7HF17 U —OERE. ROBEME DI

ERYIDO2DA, HHVEHRYIZEHEVDOIERRERETH D,
a. LR-hOERELGDZT—EANTANDEETES

323. 74 F a7 ) I [P OBRFEDNMBAICET SEMICEET S0t Ly (Bl

AL BEOHBEEOAEEROOAENE LA . Z0OEL5HBE. BE

DEE I, AAEENLZLNIDONT) (FHEICHES L. BERICER,ISE
ABRETHD,

APPENDIX

Possible Report Content
Note: this appendix is provided for informational purposes, and is not part of the ISAP. It
contains lists the task force drafting the ISAP assembled to show possible items covered by the
various sections of the actuary’s repart.

a. Coverage;

b. Nature of the SSP, e.g., defined benefit or defined contribution;

&

LR—FORBELLTEZSNDERE
AR COMRFIFRREBEBEMNTH Y ISAPO—HTEEW, 77 F a7 ) —LiK— kDA

a. B
b. SSP.OH#. HIZ L. FEEMRNTH D WITHETERE
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c¢. Financing approach, e.g., pay-as-you-go, partially funded, or fully funded;

d. Source of funding, e.g., worker or employer contributions, transfers from government
revenues, including legislated or contractual contribution rates; and

e. Benefit provisions, e.g., contingencies covered, formulae, amounts, restrictions, and
eligibility conditions.

2. Methodology, data, and assumptions:

a. Description of the methodology used;

b. Key demographic assumptions such as mortality (longevity), morbidity, fertility, migration,
and unemployment;

c¢. Key historical demographic data, such as:
i. Eligible and beneficiary population by relevant demographic characteristic groupings,

and how these populations compare to the total population;

ii. Dependency ratios;
iii. Employment earnings by age groups and gender, and averages;
iv. Contributory earnings and averages by age groups and gender;
v. Labour force participation rates by age groups and gender; and
vi. Covered payroll and workforce;

d. Key economic data and assumptions such as rates of inflation, economic growth, and
return on investments (if any);

e. The extent, if any, of interdependency among assumptions;

f. Summaries of the data used as a basis for the SSP. financial analysis assumptions, and as a
starting point for the projections; and

g. Sources, quality, and relevance of the data used.

3. Results and findings:

a. Projected demographic values at selected future points in time, such as:

i. Eligible and beneficiary population by relevant demographic characteristic groupings,
and how these populations compare to the total population;

ii. Dependency ratios;
iii. Employment earnings by age groups and gender, and averages;
iv. Contributory earnings and averages by age groups and gender;
v. Labour force participation rates by age groups and gender; and
vi. Covered payroll and workforce.

b. Financial projections showing cash flows and balance sheet values for the recent past and
for the future, such as:
i. Contributions;
ii. Investment earnings;
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iii. Other income;

iv. Total income;

v. Benefits or claims;

vi. Administrative expenses;

vii. Total expenditures;

viii. Annual balance (income minus expenditure);
(for fully-funded pension schemes);

x. Nature of assets and/or individual accounts;

xi. Market value of financial or tangible assets;

xii. Fund value, if any; and

xiii. Value of notional assets (such as value of future contributions, if that is recognized as
an asset).

The results may be expressed in relation to one or more relevant volume measures, such

as the size of the jurisdiction’s economy.

c. Cost rates as appropriate:

i. Pay-as-you-go cost rate;
ii. General average premium or partially funded cost rate; or
iii. Fully funded cost rate.

d. A presentation designed to provide an indication of the financial sustainability of the SSP,
if appropriate.

4. Analysis of results:
results.

b. Discussion of the pattern of financial projections (e.g., as a result of the ageing of the
population, maturity of the SSP, and recent changes in SSP design or financing) and the
to grow or decline as a result of different levels of inflation or economic growth and during
which part of the projection period, as an indicator of potential stability or instability of the
system in the longer term.

c. Sensitivity of results to variations in one or more assumptions.

d. Effect of automatic balancing mechanisms (if any) under each scenario used for the
projections in the report, where “effect” covers both how the automatic balancing
mechanism alters the key parameters of the SSP (such as the pension age, or
determination of benefits) and how the alteration of the key parameters changes the
amounts paid to beneficiaries.
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e. Findings with respect to the short-, medium-, and long-term financial sustainability of the
SSP with due regard to the funding rules under the |aw if such funding rules exist.

f. Indications of possible sources of future financial instability (e.g., depreciation of future
benefits either because of non-indexation or because indexation may lag behind economic
growth, or inadequacy of future contributions due to non indexation of contribution limits).

g. Potential recommendations on possible measures to ensure the long-term financial

h. Impact of any options or guarantees embedded in the benefits of the SSP. on the cash
flows shown.

i. The suitability of the approach for calculation of any capitalised value of liabilities used for
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