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October 1993

TO: Members of Actuarid Organizations Governed by the Standards of the
Actuaria Standards Board and Other Persons Interested in Statutory
Statements of Opinion by Appointed Actuaries for Life or Hedth

Insurers
FROM: Actuarid Standards Board (ASB)
SUBJ: Actuarid Compliance Guiddine No. 4

This booklet contains the find version of Actuarid Compliance Guiddine (ACG) No. 4,
Satutory Statements of Opinion Not Including an Asset Adequacy Analysis by
Appointed Actuaries for Life or Health Insurers, for statutory statements of actuaria
opinion (statutory opinions) required under the modd Standard Vauation Law (SVL)
promulgated by the National Association of Insurance Commissoners (NAIC), as
amended in 1990, and under Section 7 of the NAIC's model Actuarial Opinion and
Memorandum Regulation (the Model Regulation). Opinions required under Section
7 (Section 7 opinions) do not include an asset adequacy andysis, nor do they require
an opinion asto reserve adequacy.

This compliance guiddine will replace Financid Reporting Recommendation (FRR) 7 of
the American Academy of Actuaries (AAA), Satement of Actuarial Opinion for
Life Insurance Company Annual Statements and its related Interpretations as
guidance for Section 7 opinions by appointed actuaries which arefiled in sates that
have enacted the 1990 amendments to the Standard Vauation Law and promulgated
the Model Regulation.

In those states, ACG No. 4 will aso replace AAA Financial Reporting Rec-
ommendation 11, Statement of Actuarial Opinion for Interest-Indexed Universal
Life Insurance Contracts FRR 11 was aspecid verson of FRR 7 for asingle type
of busness, which is now covered by this compliance guiddine,

For statutory opinions filed in states that have not enacted the 1990 amendments to the
SVL and have not promulgated the Model Regulation, actuaries should continue to be
guided by FRR 7 and by FRR 11.



Types of Actuarid Standards

The ASB has established two types of actuarid standards to guide actuariesin different
types of professional engagements. The actuarial standard of practice (ASOP)
provides guidance in the application of generdly accepted actuarid principles and
practices.

The actuarid compliance guideine (ACG) provides guidance in “ Stuations where
actuarid work is done in response to controlling regulatory bodies or other professiona
organizations that have established rules or requirements that are not in accordance with
generaly accepted actuarid principles and practices, or that prevent an actuary from
applying professond judgment” (Preface to Actuarial Standards of Practice, p. 5).

ACGs and ASOPs are both standards and have been given equa standing by the ASB.
The actuary should apply them accordingly.

Background

The ASB voted in April 1992 to expose a proposed actuarial standard of practice titled
Satutory Satements of Opinion by Appointed Actuaries for Life or Health
Insurers. The exposure draft covered both types of actuarid opinions required by the
Standard Vauation Law and the Model Regulation: (1) the opinion under Section 8 of
the Model Regulation, which requires an analyss of and an opinion as to adequacy of
those assets that support the reserves to mature the company's obligations; and (2) the
opinion under Section 7, which requires neither an asset adequacy analysis nor an
opinion as to whether the reserves are adequate.

Letters of comment recaeived, and discussons at an ASB public hearing on the draft in
June 1992, focused largely on the issue of whether the proposed standard appeared to
impose an asat adequacy analyss or cash flow testing on the smadler companies
exempted from such analysis under Section 7. Some commentators expressed the view
that such anayses could be imposed on the appointed actuaries for the exempted
companies because of ASOP No. 14, When to Do Cash Flow Testing for Life and
Health Insurance Companies.

The debate led the ASB, at its October 1992 meeting, to replace the proposed
standard with two separate standards. A second expaosure draft limiting application of
the proposed standard of practice to Statutory statements based on asset adequacy
andysis, for companies covered by Section 8 of the Model Regulation, was drafted by
an Ad Hoc Task Force, exposed to the profession, and adopted as ASOP No. 22,
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Satutory Statements of Opinion Based on Asset Adequacy Analysis by Appointed
Actuariesfor Life or Health Insurers.

Statutory statements not including asset adequacy analysis would be covered, the board
decided, by an actuarid compliance guiddine instead of an actuarid standard of
practice. The lack of a statutory requirement for an opinion as to reserve adequeacy led
the ASB to take this actuarid compliance guideline approach.

During the revision of this standard, minor differences from ASOP No. 22 were noted.

It isthe ASB's intention to have ASOP No. 22 conform to this standard in those aress
when and if ASOP No. 22 isreissued.

Written Comments on the Exposure Draft and Committeg's Responses

Numbers and headings before the comments refer to sections of the exposure draft.
Where the comments are quoted or summarized, they are in ordinary type. Responses
of the Life Committee arein boldface.

Because only minor changes have been made to this standard, further exposure was
deemed unnecessary.

p.v  Typesof Actuaria Standards—One commentator suggested that the two types
of actuarial standards be revised to better differentiate between standards and
guiddines. The committeereviewed the wording in this section and felt
that the definitions wer e distinct.

1.2  Scope—One commentator noted that, strictly speaking, the requirement for an
opinion is not found in Section 7 of the Model Regulation. The committee
agreed with thiscomment but noted that the profession usually refersto
actuarial opinionsaseither Section 7 opinionsor Section 8 opinions.
However, in order to be more consistent with the structure of the Model
Regulation, any referencesin this proposed standard to opinions being
required by Section 7, subject to Section 7, or required under Section 7
wer e changed to phrases such aseligible for Section 7 or specifiedin
Section 7. Accordingly, in the first sentence of this section, the phrase
asrequired by Section 7 was changed to as specified in Section 7.

Wording was added to make clear that referencesin this document to

Section 7 refer to Section 7 of the NAIC Model Regulation, that this
standard appliesto state laws and regulationsto the extent that they are
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substantially smilar to theModel Regulation, and that this standard
does not apply to state laws and regulationsthat differ substantively
from the Model Regulation.

Effective Date—It was suggested that the term compliance guideline was
inconsstent with the term standard in sections 1.1 and 1.2. Theterm
compliance guideline wasreplaced with the term standard.

Formula Reserves—Thistermis used in section 5.3.1. One respondent noted
that, without further definition, the term formula reserves may appear to refer
to purely a mechanica process of meeting statutory requirements. This
definition was expanded to make clear that formulareserveshasa
broader meaning.

Backaground and Historical Issues—One commentator noted that the third
paragraph discussed the actuarial standards of practice applicable to cash flow
testing. Thisreferenceis not rlevant to Model Regulation Section 7 opinions
since such opinions are not based on asset adequacy andyses. This
discussion was left unchanged since the committee believesthat this
historical per spective isworth documenting in this standard.

In thelast paragraph, the phrasesubject to Section 7 was changed to be
consistent with section 1.2.

One commentator mentioned that the last paragraph states that Section 7 does
not require an opinion as to reserve adequacy. However, certain NAIC
reserve standards impose a requirement of adequacy for hedth reserves. The
committee agrees and encour ages the actuary to test the adequacy of
some blocks when appropriate or required to meet satutory
requirements. However, such testing does not haveto bedisclosed in a
Section 7 opinion. Section 6.2 notesthat such disclosureisvoluntary.

Current Practices and Alternatives—T he phrasesrequired by Section 7 and
required under Section 7 wer e changed to be consistent with section 1.2.

Standard Vauation Law and Model Regulation—One respondent suggested
that the minimum reserve requirements for hedth contracts be specificdly
noted. The committee believed that this point was adequately covered in
section 5.1.1 by thereference to “ any other NAIC mode lawsand
regulationsthat bear on valuation.”
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Appointment as Appointed Actuary—Concern was expressed as to whether
the gppointment from the board of directors had to include the specific sections
and subsectionsin the gppropriate law and regulation for dl statesin which the
company islicensed. Thisstandard doesnot require that the specific
sections of the law and regulation of each state be cited. However, itis
appropriatein this context to refer to the Standard Valuation Law by
nameto clarify thereason for the appointment. Theregulation can be
referred to smply astheregulation supporting the appropriate law.

Statement of Actuaria Opinion Not Including an Asset Adequacy Andly-
ds—Concern was expressed that the actuary may have difficulty in determining
that the digibility criteria have been met. Also, one commentator noted that it
may not be feasible for the actuary to determine whether or not an asset
adequacy andysis has been specificdly requested by any insurance
commissoner. The committee clarified thissection. The appointed
actuary should determine that the igibility criteria that can be derived
from statutory annual statement data have been met. In addition, the
committee added language that allowsthe actuary to use reasonable
effortsin determining whether an asset adequacy opinion has been
specifically requested by any insurance commissioner or whether the
insurance company isan NAIC priority company.

Statutory Reserve Reguirements—One commentator noted that this section
could be read to imply that the formula reserve requirements are the only basis
for minimums. The committee addr essed this concern by expanding the
definition of formula reservesin section 2.3.

Another commentator noted the difficulty in meeting the requirement thet the
amounts carried on the balance sheet on account of identified actuaria items
meet the requirements of the insurance laws and regulations of the sate of
domicile and are a least as grest as the minimum aggregate amounts required
by the state in which the satement isfiled. Thereisapracticd difficulty in
knowing the requirements of each state and computing each state's reserves
differently. The committee recognized the difficulty in compliance but
notesthat thisisa statutory requirement and cannot be dealt with in this
standard. Over time, materials covering these details are expected to
be available to the appointed actuary in this area.

The same commentator aso noted that the Stuation may arise where the annua
gatement isfiled in a state where the company is not licensed in order to obtain
admission to the new state. However, the actuary's opinion would not include
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6.3

thisnew state. Since the actuarial opinion isfor a specific point in time, it
would not be applicable to states where the insurer was not then
licensed.

It was noted that the wording asto the actuary being familiar with requirements
of insurance laws, taking into consideration policy and contract provisons
affecting reserves, and the disclosure of the effect of achangein bassor a
change in methods was different between ASOP No. 22 and this proposed
standard. These differenceswill be addressed in any revision of ASOP
No. 22.

Assumption Bases—T hetitle of this section was changed to Policy Pro-
visions Affecting Formula Reserves, to better reflect the content of this
section. The end of the second sentence was expanded to reference
formulareservesin order to be consistent with other sectionsin this
proposed standard.

Severa commentators suggested that the list of policy provision examples be
expanded. Other commentators suggested expanding the list of items under the
second paragraph in section 5.3.4. After reviewing the comments, the
committee decided to combine the appropriate items from both lists
under thissection. Several additional examples wer e added.

Items Covered by the Opinion—In the interest of completeness, the
committee added “ deposit-type contract liabilities’ and “ other smilar
itemsfor which reservesarerequired by regulatory authorities’ to the
list of itemsunder thefirst paragraph. The heading of this section was
also changed.

Asnoted in section 5.3.2 above, theremainder of this section was
mer ged into section 5.3.4.

Format and Content of Statement—One respondent questioned the meaning of
thewordsif appropriate The wordsif appropriateat the beginning of
the third sentence wer e deleted as unnecessary.

Reliance on Others for Data and Supporting Analyss—A recommendation
that the actuary refer to ASOP No. 23 for guidance on data quality was
added to this paragraph.




6.4

6.5

6.6

Opinions of Other Actuaries—One respondent noted that there is no disclosure
requirement when more than one actuary contributes to forming an opinion.
The committee believes that maintaining the contributions of the other
actuaries as supporting documentation was sufficient. Thereisno
actuarial memorandum required under Section 7, and thereisno
requirement that the actuarial opinion hasto contain this disclosure.

Additional Documentation—One commentator noted that it was not clear
whether noncompliance with the generdly distributed interpretations or NAIC
Actuarial Guidelines should be disclosed in the actuarid opinion. Since an
actuarial memorandum is not required, the actuary should maintain
documentation of such noncompliance. However, thereisno
requirement that this noncompliance be disclosed in the actuarial
opinion.

Devidion from Standard—T he wor ding of this paragraph was changed to
conform with standard wor ding approved by the ASB at its July 1993
meeting.

This standard, as revised, was approved by the Life Committee in September 1993 for
submission to the ASB for adoption. The board adopted it on October 13, 1993.

Ad Hoc Task Force
Lary M. Gorski  Timothy F. Harris  Frank S, Irish
Life Committee of the ASB
(Including Past and Present Members)

Edward S. Silins, Chairperson

Donad F. Behan James B. Milhalland
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Timothy F. Harris Lew H. Nathan
Frank S. Irish Frederick J. Severt
Paul F. Kolkman Michad A. Zurcher
Robert W. Maulll
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Actuarid Standards Board

Jack M. Turnquist, Chairperson

Edward E. Burrows Richard S. Robertson
Gary Corbett Harry L. Sutton Jr.
Frederick W. Kilbourne P. Adger Williams
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1.2

ACTUARIAL COMPLIANCE GUIDELINE NO. 4

STATUTORY STATEMENTS OF OPINION
NOT INCLUDING AN
ASSET ADEQUACY ANALYSIS
BY APPOINTED ACTUARIES
FOR LIFE OR HEALTH INSURERS

PREAMBLE

Section 1. Purpose, Scope, and Effective Date

Purpose—This standard delineates the responshilities of the gppointed actuary
(see definition in section 2.1) in providing a statement of actuarid opinion relating
to reserves and other actuarid items, when such opinion is (1) prepared in
accordance with the model Standard Vauation Law as amended by the Nationa
Association of Insurance Commissioners (NAIC) in 1990 and with Section 7 of
the modd Actuarial Opinion and Memorandum Regulation (the Model
Regulation) adopted by the NAIC in 1991, and subsequently amended; and (2)
isincluded in the financia statement of a company to a Sate regulatory authority,
i.e, theannual statement.

Scope—This standard applies to gppointed actuaries providing statements of
opinion, as specified in Section 7 of the Model Regulation, on reserves and
related actuarid items contained in the annud datements of life or hedth
insurers—spexcificaly, life or hedlth insurance companies or fraternal benefit
societies. This standard aso applies to gppointed actuaries providing statements
as required by individua date regulations to the extent that such regulations are
condgtent with the Model Regulation. It does not gpply to date laws and
regulations that differ subgtantively from the Model Regulation.

References in this sandard to Section 7 refer to Section 7 of the Model
Regulation.



This standard does not gpply to actuaries when rendering an actuarial opinion
under Section 8 of theModel Regulation; actuaria practice with respect to those
opinions is addressed in Actuarial Standard of Practice (ASOP) No. 22,
Satutory Statements of Opinion Based on Asset Adequacy Analysis by
Appointed Actuaries for Life or Health Insurers.

1.3  Effedtive Date—This andard iseffectivefor dl applicable satements of actuarid

opinion provided for annual statements prepared for fisca periods ending after
December 15, 1993.

Section 2. Definitions

21  Appointed Actuary—Any individud who is appointed or retained in accordance
with the requirements st forth in the modd Actuarial Opinion and
Memorandum Regulation of the NAIC.

2.2  Asst Adequacy Andyss—An analysis of the adequacy of reserves and related
items, in light of the assets supporting such reserves and related items, to meet the
obligations of an insurer.

2.3  Formula Reserves—Amounts required under section B.6(e) of Section 7.
However, formula reserves required by Section 7 do not include any additiona
reserves established as aresult of an asset adequacy andysis.

Section 3. Backaround and Historical 1ssues

INn1975, the NAIC began requiring that astatement of actuaria opinion asto reservesand
related actuarid items beincluded in the annud statement filed by life and hedth insurance
companies. In response to this requirement, the American Academy of Actuaries
promulgated Financid Reporting Recommendation 7, Statement of Actuarial Opinion
for Life Insurance Company Annual Statements, setting forth the actuary's professiond
responghilities in providing such an opinion.

The form and content of this actuaria opinion, as gpecified in theingructionsto the annua
Satement, dealt specificaly with reserves and did not explicitly address the adequacy of
the assets supporting these reserves to meet the obligations of the company. Although not
expliatly required to do so by the opinion or by existing professonad standards, some
actuaries began to analyze the adequacy of assetsin forming their opinions. In addition,
when the state of New Y ork adopted the 1980 amendments to the Standard Vauation



Law, it established an optiona valuation basis for annuities, permitting lower reserves
provided that an asset adequacy anadlysis supported the actuarid opinion with respect to
such reserves.

The type of asset adequacy analyss most widely used by actuaries is multiscenario cash
flow testing. To guide actuaries choosing to use this technique, the Actuaria Standards
Board (ASB) adopted ASOP No. 7, Performing Cash Flow Testing for Insurers, in
October 1988 (revised July 1991). In addition, in July 1990, the ASB adopted ASOP
No. 14, When to Do Cash Flow Testing for Life and Health Insurance Companies,
to provide guidance in determining whether or not to do cash flow testing in forming a
professond opinion or recommendation.

In December 1990, the NAIC amended the Standard Vauation Law and, in June 1991,
the NAIC adopted the Model Regulation. These actions had the effect of moving the
requirement for the statement of actuarid opinion from the annua statement ingtructions
into the model law itsdf, and provided detailed ingtructions for the form and content of
both the opinion and the newly required supporting memorandum. The most Sgnificant
changes made by the NAIC were that companies are now required to name an appointed
actuary and that, for companies subject to Section 8 of theModel Regulation, statements
of actuarid opinion asto reserve adequacy are required to be based on an asset adequacy
andys's described in the supporting memorandum. The asset adequacy analysis required
by the regulation must conformto the standards of practice promulgated from timeto time
by the ASB.

For companies digiblefor Section 7 opinions, theModel Regulation requiresan actuaria

opinion thet the reserves and related items have been caculated in accordance with the
Standard Vauation Law and supporting regulations. Section 7 doesnot require an opinion
as to reserve adequacy. The criteria by which companies are digible for Section 7
opinions, as opposed to Section 8 opinions, are set forth in Section 6 of the Model

Regulation.

Section 4. Current Practices and Alternatives

Statements of actuarid opinion as to reserves and related items have been generaly
required since 1975, and practice as regards the basic elements of the opinion is well
established.

The statement of actuarid opinion specified in Section 7 of the 1991 Model Regulation
differs from the statement of actuarid opinion required prior to the effective date of the
1990 amendments to the Standard Vauation Law. In the statement of actuarial opinion



gpecified in Section 7 of theModel Regulation, the actuary isrequired to state (1) that the
amounts “ are computed in accordance with those presently accepted actuarial standards
which specificdly relate to the opinion required under this section . . .” and (2) that the
amounts “are a least as great as the minimum aggregate amounts required by the Satein
whichthis satement isfiled.” Before the 1990 amendments, the vauation actuary was
required to state whether the amounts “are computed in accordance with commonly
accepted actuarid standards consstently gpplied and arefairly stated in accordance with
sound actuarid principles. . .”. Inaddition, the actuary was formerly required to opine as
to whether the reserves made “good and sufficient provisionfor al unmatured obligations
of the company guaranteed under the terms of its policies.”



5.1

5.2

5.3

COMPLIANCE GUIDELINE

Section 5. Anaysis of Issues and Recommended Compliance

Technica Requirements and Professional Qualifications—The Model Regulation
contains explicitly detailed instructions and technical requirements regarding many
aspects of the statement of actuaria opinion.

511 StandardVauetion Law andModel Regulation—The appointed actuary
gould be familiar with the Standard Vauation Law, the Mode
Regulation, and any other NAIC model lawsand regulationsthat bear on
vauation.

512 SateVaduation Requirements—T he gppointed actuary should be aware
of the vauation requirements of the regulatory authorities to whom the
opinionisto be expressed and should be satisfied that the requirements of
duly adopted laws and regulations have been met.

5.1.3 NAIC Actuarial Guidelines—The appointed actuary should also be
aware of the Actuarial Guidelines published inthe NAIC's Examiners
Handbook, and make a reasonable effort to be aware of generdly
distributed interpretations of each regulatory authority.

Appointment as Appointed Actuary—Before accepting an appointment as a
company's gppointed actuary, the actuary should determine that he or she mesets
the qudifications described in Qualification Standards for Public Statements
of Actuarial Opinion, adopted by the American Academy of Actuaries. The
gppointment should beinwriting, from the board of directorsor itsdesignese, citing
the appropriatelaw and regulation. Acceptance of or withdrawa from the position
should be in writing.

Statement of Actuariad Opinion Not Including an Assst Adegquacy Andy-

ss—Eligibility for an exemption from submitting a statement of actuarid opinion
based on an asset adequacy andyssisbased on criteria specified in Section 6 of
the Model Regulation. The appointed actuary should determinethat thedigibility
criteriathat can be derived from gatutory annud statement data have been met
and should maintain gppropriate documentation indicating eigibility for the
exemption. In addition, the actuary should make reasonable efforts to determine
that no requirement for an asset adequacy analysis has been triggered by Section
6 criteriaor by a specific request from an insurance commissioner. A letter from



aresponsble officer of the company stating that no such requirement existswill be
deemed to satify this latter obligation.

531

5.3.2

Satutory Reserve Requirements—The statement of actuaria opinion not
induding an asset adequacy andyss does include a statement that the
amounts carried on the balance sheet on account of identified actuarid
items “meet the requirements of the insurance laws and regulations of the
State of [state of domicile] and are at least as great as the minimum
aggregate amounts required by the state in which this satement isfiled.”

The gppointed actuary should be familiar with the formula reserve
requirements of the insurance laws and regulations of each state in which
the opinion is filed. Documentation concerning compliance with the
requirements of the state of domicile and the minimum aggregate amounts
required by each state in which the opinion is filed should be maintained

by the appointed actuary.

Policy Provisons Affecting Formula Reserves—A Sgnificant dement in
the examination of actuarid assumptions and methods is consideration of
the policy and contract provisions affecting the reserves or other actuarid
items. The following is a lis—not intended to be complete—of policy
provisions that should be consdered in determining formula reserves.

a the contractua treatment of fractiona premiums paid beyond the
date of desth,

b. provison for the immediate payment of clams,

C. interest guarantees,
d. conversion rights under renewable and convertible term policies,
e rate guarantees under premium and settlement provisions,

f. guaranteed insurability,
o] group conversion privileges,
h. life-contingent benefits in separate-account contracts,

I. optiond nonforfeiture benefits,



J. optiona modes of settlement at maturity,
K. extended benefits under group palicies,
l. maternity benefits, and

m. return of premium.

5.3.3 Change in Assumptions or Methods—If thereis achange inthe actuaria

534

assumptions or methods from those previoudy employed, the change
should be mentioned in the actuaria statement of opinion. The adoption
for new issues of actuariad assumptions or methods that differ from those
used for prior issuesisnot, however, achange in assumptions or methods
within the meaning of this paragraph. Similarly, when the determination of
reserves or clam liabilities is based on periodic updating of experience
data, such periodic updating is not a change in actuarid assumptions or
methods within the meaning of this paragraph; examples could include
reservesor dam liabilitiesfor recently incurred damsunder disability and
accident and hedlth benefits (e.g., clamsincurred within the last two years
or less).

|tems Covered by the Opinion—The statement of actuaria opinion should

lig theitems and amounts on which the actuary expressesan opinion. The
list should include the following:

a aggregate reserve and deposit funds for policies and contracts
(Exhibit 8 of the statutory annua statement);

b. aggregate reserve and deposit funds for accident and hedth
policies (Exhibit 9);

C. premium and other deposit funds, dividend and coupon accum-
ulaions, and supplementary contracts without life contingencies
(Exhibit 10);

d. net premiumsand annuity cons derationsdeferred and uncollected
(Exhibit 13);

e policy and contract daims liability (Exhibit 11, Part 1);
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f. deposit-type contract liabilities (page 3 of the statutory annual
gatement); and

s} other amilar items for which reserves are required by regulatory
authorities.

Reinsurance—For guidance with respect to the effect of reinsurance on the
gatement of actuaria opinion, the appointed actuary isdirected to ASOP No. 11,
The Treatment of Reinsurance Transactions in Life and Health Insurance
Company Financial Statements However, for purposes of this standard,
section 5.7 of ASOP No. 11 may be disregarded. Even in the case where a
company has ceded al of a particular block of business, the gppointed actuary
should consider the need to establish provisions for any residua or contingent
obligations of the ceding company.

Section 6. Communications and Disclosures

Required Communications—The gppointed actuary should provideannudly tothe
board of directors of the company or the board's designee a statement of actuaria
opinion as to reserves and related items.

Format and Content of Statement—Detailed specifications for the statement of
actuarid opinion are contained in the Model Regulation. These specifications
require the disclosure that the Section 7 opinion isnot based on an asset adequacy
andydss. The actuary may disclose whether the reserves have been tested for
adequacy, but such testing is not required.

If the gppointed actuary departs sgnificantly from the recommended language or
gives an adverse opinion, such departure or adverse opinion should be clearly
disclosed in the opinion.

Reliance on Others for Data and Supporting Analysis—Reliance on another
person or firm for any aspect of the data or analysis supporting the appointed
actuary's opinion should be disclosed.  Such disclosure should be in the manner
prescribed in the Model Regulation. The actuary should refer to ASOP No. 23,
Data Quality, for guidance on the subject.

Opinions of Other Actuaries—\Whenmorethan oneactuary contributestoforming
an opinion, statements of actuaria opinion from the contributing actuaries should
be maintained by the appointed actuary as part of the documentation of




6.5

6.6

compliancewith thisactuarid complianceguiddine. The gppointed actuary should
review and comprehend the contributions of other actuaries. The appointed
actuary should then form an overdl opinion without claiming reliance on the
opinions of other actuaries.

Additional Documentation—Section 5.1.3 indicates that an appointed actuary
should make a reasonable effort to be aware of generaly distributed
interpretations of each regulatory authority and aso be aware of the Actuarial
Guidelines published in the NAIC's Examiners Handbook. To the extent that
an gppointed actuary is aware of any such generaly distributed interpretations or
Actuarial Guidelines, and the reserves on which the appointed actuary is
rendering an opinion do not comply with such interpretations or Actuarial
Guidelines, the gppointed actuary should document the extent of noncompliance.

Deviation from Standard—An actuary must be prepared to justify the use of any
procedures that depart materidly from those set forth in this standard and must
include, inany actuariad communication disclosing theresults of the procedures, an
appropriate statement with respect to the nature, rationale, and effect of such
departures.



