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INTERPRETATIVE OPINION 3: PROFESSIONAL
COMMUNICATIONS OF ACTUARIES

(Adopted 1970; Revised 1981)

INTRODUCTION

This Opinion gpplies to al written communications by actuaries on actuarid subjects and, unless
clearly ingpplicable, to ord communications as well.

@

OPINION

Communications.

@

Important Kinds of Communications. Severd kinds of actuarid communications
are of such importance as to warrant specific mention:

()

(i1)

(iii)

Satement of Actuarial Opinion. A datement of actuarid opinion is a
forma daement of the actuary’'s professona opinion on a defined
subject. It outlines the scope of the work but normaly does not include
decriptive detalls. The actuary tekes respongbility for the opinion
expressed, and must stand ready to answer for it.

Actuarial Report. An actuaria report is a document, or other presentation,
prepared as a formd means of conveying the actuary’s professond
conclusons and recommendations, to record and communicate the
methods and procedures, and to ensure that the parties addressed are aware
of the dgnificance of the actuay’s opinion or findings An actuaid
report customarily should describe or identify the data, assumptions, and
methods used with sufficient clarity that another actuary practicing in the
same fidd could make an objective appraisd of the reasonableness and
vdidity of the report.

Satement of Actuarial Review. A datement of actuarid review is a
formaly communicated appraisd of actuarid work done by another
person. The actuary who dgns a datement of actuaria review for public
use or rdiance must be free of any materid financid or organizationd
relationship with any person whose work is being gppraised or with that
person's client, employer, or other affiliste. A datement of actuaria
review which is not to be communicated to third parties by the client or
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Users.

N
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the employer, and which within its own text is identified as such, is not a
“datement of actuarid review for public use or rdiance” and financid or
organizationd independence is not required.

(iv)  Required Actuarial Document. A required actuarid document is an
actuarid communication of which the forma content is prescribed by law
or regulation. A required actuarid document should meet the guiddines
for an actuarid communication as well as those standards required by law
or regulation.

Forms and Content. The form and content of any actuarid communication
should meet the needs of the particular circumstances, taking into account the
knowledge and understanding of the usars and the actuary’s relationship to the
USErs.

Non-Independence. Any actuarid communication made by an actuary who is not
financidly or organizationdly independent concerning any mdter rdaed to the
subject of the communication should disclose any pertinent relaionship which is

not apparent.

Reliance on Another. An actuay who makes an actuarid communication
assumes respongbility for it except to the extent the actuary disclams
responsibility by dating reliance on another person. Reliance on another person
means making use of that person’s work without assuming responghility therefor.
A communication meking use of any such reliance should define the extent of
reliance.

Responsibility for Written Actuarial Communication.  Any written actuarid
communication must be sgned with the name of the actuary who is responsible
for it. The name of an organizaion with which the actuary is effilialed may be
incorporated into the signature, but the actuary’s responsbilities and those of the
organization are not affected by the form of the sgnature.

Direct Users. A client or employer is the direct user of the actuary’s service,
diginguished from an indirect user in that the direct user as the opportunity to
sect the actuary and is in a podtion to communicate directly with the actuary
about qualifications, work, and recommendations.

Indirect Users. Information prepared by an actuay may be used by another
peson in a way which may influence the actions of a third paty. If such
information isto be conveyed to any such indirect users by someone other than
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the actuary, the actuay <hould recognize the risk of misguotation,
misinterpretation, or other misuse of its actuarid aspects. The actuary should take
al reasonable steps to ensure that the actuarid materid is presented fairly, that the
presentation as a whole is clear in its actuaria aspects and that the actuary is
identified as the source of the actuarid aspects and as the individud who is
available to answer questions.

General Responsibility to Users. An actuary has a responsihbility to direct users,
to whom the actuarid communications ae generdly directed. An actuary's
obligation to observe standards of professond conduct is the same for indirect
users asfor direct users and whether acting as a consultant or as an employee.

Protecting the Interests of Indirect Users. The actuary does not normaly have an
obligation to communicate with any person other than the dient or employer. If
aware of any dgnificant conflict between the interests of indirect users and the
interests of the client or employer, the actuary should advise the client or
employer of the conflicc and should include appropriate qudifications or
disclosuresin any related actuaria communication.

Miscellaneous.

@
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(4)

Conflict with Professional Judgment. If the service requested by a client or
employer produces a result which conflicts materidly with the actuary’s
professond judgment, the actuay should advise the dient or employer of the
conflict and should include gppropriate qudifications or disclosures in any related
actuarid communication.

Advocacy. When an actuary acts, or may seem to be acting, as advocate for a
client or employer, the nature of that relationship should be disclosed to directly
interested parties. The actuary should support the postion of the dient or
employer only to the extent the actuary is satidfied that that podtion is
professondly supportable, recognizing that honest differences of opinion may
exig. The actuary’s professond judgment should not be subordinated to the
judgment of others.

Responsibility Not Dependent on Fee. The waving of a fee for professond
savices, either patidly or totdly, does not reieve the actuary of the need to
observe professona standards.

Documentation. Records and other appropriate documentation of the actuary’s
work should be maintained by the actuary and retained for a reasonable period of
time. Documentation should be sufficiently complete so that another actuary
practicing the same field could follow the work.
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Availability of Documentation. Documentation should be avaldble to the
actuary’s client or employer, and it should be made avalable to other persons
when the client or employer so requests, assuming appropriate compensation and
provided such avalability is to otherwise improper. In the absence of specific
agreement between an actuay and the dient or employer, ownership of
documentation is normally established by law.

Obligation Imposed by Law. Laws and regulations may establish restraints and
obligations on the part of the actuary toward designated publics. The requirements
of laws and regulations are binding; but when such reguirements are in conflict
with professond dandards, they should be recognized as flowing directly from
the laws and regulations and not from professond congderations.



INTERPRETATIVE OPINION 4: ACTUARIAL
PRINCIPLES AND PRACTICES

(Adopted 1982) *
INTRODUCTION

A requirement common to al actuarid procedures is that assumptions and methods be sdected
and applied with integrity, informed judgment and perspective in rdation to the circumstances
goplicable to the paticular gStuation and the purpose for which the results are intended.
Assumptions and methods may appropriately be different in cdculations related to the same
period or moment in time but intended for different purposes. It therefore would be ingppropriate
to prescribe inflexible guides for the performance of the actuary’ s work.

On the other hand, there is merit in adopting statements of principles relaing to the appropriate
goplication of actuarid science in its various aspects. The making and the observing of such
daements tends to minimize both the posshility of misundersanding or misinterpretation by
those who rely on the actuary’s work and the likelihood of need for disciplinary action under the
Academy’s Bylaws.

The Opinion addresses the question of soundness or principles and practices used by the actuary
as diginct from “actuarid soundness’ of a gpecific financing arangement.  “Actuarid
soundness’ is neither an absolute nor a unique concept, but must be considered in relation to the
problem a hand and the accuracy with which future experience can be predicted. Therefore,
generd opinions as to “actuarid soundness’ should be avoided, wherever possible, and an
opinion as to the adequacy of a given financing arrangement with respect to specificaly defined
objectives, assumptions or requirements should be substituted, where appropriate, or otherwise
be appended.

! Revised in 1990 to reflect the creation of the Actuarial Standards Board.



OPINION
@ Generally Accepted Actuarial Principles and Practices.

Guide 4(b) requires the actuary to “exercise due diligence to ensure. . .that the methods
employed are condgtent with the sound actuarid principles and practices established by
precedents or common usage within the professon. . .” Such “sound actuaria principles
and practices’ congtitute Generdly Accepted Actuarid Principles and Practices.

(b) Sources of Generally Accepted Actuarial Principles and Practices.

Sources of Generally Accepted Actuarid Principles and Practices emerge from the
utilization and adoption of concepts described in actuaria literature. Such literature
includes, but is not limited to, the Actuaiad dandards and Actuarid Compliance
Guiddines adopted by the Actuaid Stadards Board, the Recommendations and
Interpretations published under the auspices of the American Academy of Actuaries’; the
professonad journas of recognized professond actuarid organizations (including the
Statements of Principles promulgated by the Society of Actuaries and the Casudty
Actuarid Society); recognized actuarid textbooks and study materids, and applicable
provisons of law and regulations, and may include dandard textbooks or other
professond publications in reated fidds such as mathematics, datigics, accounting,
economics and law.

(© Standards of Practice and Compliance Guidelines.

An actuary working in a specidized fidd should take into consderation any published
Standard of Practice or Compliance Guideline of the Actuarid Standards Board.

An actuary who uses principles or practices which differ materidly from any published
Standard of Practice or Compliance Guideline must be prepared to support the particular
use of such principles or practices and should include in an actuarid communication
appropriate and explicit information with repect to such principles and practices.

An actuary may wish to take into consderation an exposure draft of other verson of a
proposed Standard of Practice of Compliance Guiddine. Any sich proposed Standard of
Practice or Compliance Guiddine is subject to withdrawa or to revison prior to
adoption. If an actuary uses any such proposd it should be identified clearly as such, and
measures should be taken to assure that the user gppreciates the possible consequences of
using aproposal that is subject to withdrawal or revison.

2 |n July 1988, the Actuarial Standards Board became the authority establishing actuarial standards of practice. The
AAA Recommendations and | nterpretations were determi ned by the ASB to be actuarial standards of practice, to
remainin force until replaced by new standards adopted by the ASB.
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(d)

When deding with a specific dtuation not covered by a published Standard of Practice or
Compliance Guiddine, the actuary should be aware of relevant precedent and generdly

avalable literature in deciding what conditutes Generdly Accepted Actuarid Principles
and Practices.

Professional Judgment Prevails.

In dl casesthe professiond judgment of the actuary should prevall.



