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Preface

Professionalism is the cornerstone upon which the public’s trust in actuaries is built,
yet it is a subject that many actuaries absorb gradually rather than study systemati-
cally, picking up concepts from a professionalism course here, a continuing educa-
tion session there.

The purpose of this work is to present a unified treatment of actuarial professional-
ism, bringing together the foundational concepts, organizational structures, and reg-
ulatory frameworks that govern the conduct of actuaries. After an opening chapter on
what professionalism means in the actuarial context and why it matters, the book is
organized in three parts.

The first part, “The Foundation,” surveys the institutional landscape, describing the
organizations that credential actuaries, establish codes of conduct and professional
standards, and administer disciplinary procedures. It then turns to the regulatory
framework, maintained both by the profession itself and by government, within
which actuaries work.

The second part, “The Four Pillars,” examines the four pillars of the professionalism
framework: the qualification frameworks that establish why an actuary’s professional
judgment can be relied upon, codes of conduct that define ethical boundaries, stan-
dards of practice that guide how actuarial work is performed, and the disciplinary
process through which complaints are handled and sanctions imposed.

The third part, “Beyond the Four Pillars,” looks past the binding requirements to non-
binding guidance, such as practice notes, and to emerging issues facing the profes-
sion: large language models and Al agents in actuarial work, bias and fairness in ac-
tuarial models, and the growing number of actuaries working in nontraditional roles
where the boundary of professional obligations is less clear.

This monograph is intended for actuarial candidates learning about professionalism
requirements for the first time, newly credentialed actuaries seeking a deeper under-
standing of their professional obligations, and experienced practitioners who wish
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to have a comprehensive reference on professionalism topics. It is my hope that this
work will serve as both an educational resource and a practical guide for navigating
the professional responsibilities that accompany the actuarial credential.

Important disclaimer

This monograph presents the author’s interpretation and summary of actuar-

ial professionalism requirements. It is intended for educational purposes only
and does not constitute official guidance from any actuarial organization. The
authoritative sources for professional requirements are the official documents
of the relevant actuarial organizations (codes of conduct, standards of practice,
qualification standards, and related guidance) as well as applicable laws and reg-
ulations. Professional standards evolve over time, and readers should always
consult the current versions of official documents for authoritative and up-to-
date information. This text does not provide legal advice, and actuaries facing
specific professional conduct questions should consult the appropriate resources
provided by their actuarial organizations.
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1. Introduction to Actuarial
Professionalism

The first time many actuaries hear the term professionalism is when it becomes a re-
quirement for obtaining their credential. They may initially dismiss it as dry compli-
ance training: a box to check once a year and otherwise put out of mind. But as they
begin to understand what professionalism actually entails, many discover it is far
more substantive and thought-provoking than they expected. In fact, professionalism
sessions are consistently among the top-rated sessions at Casualty Actuarial Society
(CAS) meetings, precisely because the topics are more engaging, and more relevant to
daily practice, than most actuaries anticipate.

To illustrate, consider the following situation:

Pressure to take on new work

David is a credentialed actuary at a consulting firm, with 10 years of experience
in personal auto reserving. A long-standing firm client, a regional insurer, has
recently acquired a small medical malpractice book of business and has asked
the firm to perform a reserve analysis of this new line to support the client’s in-
ternal financial planning. The firm has handled medical malpractice engage-
ments in the past, but the senior actuary who led that work retired last year.
David’s partner asks him to take on the engagement, noting that the book is
small and that the firm can bring in an outside specialist if specific issues arise.

How should David respond? Personal auto and medical malpractice both fall
within the casualty practice area, but the underlying risk dynamics, data, and re-
serving techniques can differ significantly. Is David’s general background, com-
bined with the availability of outside specialist support, sufficient? What steps, if
any, could he take to make the engagement appropriate for him to accept? What
are his options if his partner insists?

This scenario and others like it throughout this monograph illustrate why profession-
alism matters. These are not abstract hypotheticals; they are the kinds of judgment
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calls actuaries face regularly. The chapters that follow provide frameworks for think-
ing through such situations.

1.1. Whatis professionalism?

Professionalism is a multifaceted concept that encompasses the knowledge, skills,
conduct, and ethical standards expected of members of a profession. What distin-
guishes a profession from an ordinary occupation is that it rests on specialized knowl-
edge acquired through extensive education and training; controls entry and contin-
ued practice typically through examinations, credentialing, and continuing educa-
tion requirements; and binds its members to a shared commitment to the public. At
its core, that commitment is a social contract between the profession and the public,
summarized in the following box.

The social contract of professionalism

Professionals receive privileges:

« Recognized credentials

«  Public trust

«  Exclusive access to certain roles
«  Often significant compensation

« In many jurisdictions, a degree of self-regulation
In exchange, they accept responsibilities:

+ Maintaining competence
« Acting with integrity

«  Placing the public interest above self-interest (and sometimes above the in-
terests of clients)

«  Protecting the reputation of the profession on which all members depend
«  Submitting to professional discipline

When this contract is honored, everyone benefits. When it is broken, the profes-
sion risks losing public trust and whatever regulatory autonomy it may have.

The actuarial profession is one such profession, and actuaries are party to this same
contract. For actuaries, professionalism means more than simply performing tech-
nically competent work: An actuary who produces mathematically correct work but

2 Casualty Actuarial Society Monograph Series | No. 17
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does so in a misleading manner or who fails to disclose material limitations in an
analysis has fallen short of professional standards regardless of technical accuracy.
Professional obligations are not limited to conduct occurring in a professional con-
text. Just as professional athletes can face suspension for personal misconduct, actu-
aries can face discipline for conduct outside of work that reflects poorly on the profes-
sion or undermines public trust. An actuary convicted of fraud or other serious mis-
conduct, even if entirely unrelated to actuarial work, could face expulsion from their
actuarial organization, because such conduct damages the profession’s reputation and
the public’s confidence in all actuaries.

The concept of professionalism also includes what might be called “professional judg-
ment,” roughly defined as the ability to apply technical knowledge appropriately to
specific situations, recognizing when standard approaches may be insufficient and
when additional care or disclosure is warranted. Such judgment is developed over
years of practice and is informed by both technical training and an understanding of
professional standards and expectations.

These principles of professionalism (the social contract, the emphasis on competence
and integrity, the responsibility to the public) are not unique to any one country or
actuarial organization. The International Actuarial Association (IAA), the global um-
brella body for the profession, sets baseline expectations that its member associations
agree to meet or exceed. While this monograph draws its most detailed examples
from US-based organizations, it also surveys IAA standards and practices from other
jurisdictions throughout. The specific codes, standards, and organizational structures
may differ, but the underlying commitment to honesty, competence, and public ser-
vice is universal to the actuarial profession.

1.2. Why professionalism matters for actuaries

The actuarial profession occupies a position of significant trust in society. Actuaries
are relied upon to perform analyses and render opinions that affect the financial se-
curity of millions of people. Insurance policyholders depend on actuarial work to en-
sure that the companies insuring them will be able to pay claims. Pension plan par-
ticipants rely on actuarial valuations to confirm that their retirement benefits are ad-
equately funded. Regulators use actuarial opinions as a key tool in monitoring the
solvency of insurance companies and pension plans. In each of these contexts, those
who depend on actuarial work (whether they interact with it directly, like regulators
reviewing an opinion, or indirectly, like policyholders whose premiums reflect actu-
arial judgments) are typically unable to independently verify the accuracy or appro-
priateness of the actuary’s conclusions. They must trust that the work was performed
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Public /
Users of
actuarial work

Credentials, set iscipli :
Ay } redentials, sets standards, and disciplines | Actuarial

| profession

Figure 1.1. The Trust Triangle: How the professionalism framework bridges the infor-
mation asymmetry between actuaries and users, who cannot directly verify the qual-
ity of actuarial work.

competently and in accordance with professional standards. Figure 1.1 shows how
the professionalism framework bridges that gap.

This asymmetry of information creates both an opportunity and an obligation. Be-
cause most consumers of actuarial work cannot evaluate its quality directly, they
must rely on signals of competence and trustworthiness. The actuarial credential—
which takes many forms worldwide, including ACAS and FCAS (Associate and Fel-
low, respectively, of the Casualty Actuarial Society), ASA and FSA (Associate and Fel-
low, respectively, of the Society of Actuaries), FIA (Fellow of the Institute and Fac-
ulty of Actuaries), FIAA (Fellow of the Actuaries Institute (Australia)), FCIA (Fellow
of the Canadian Institute of Actuaries), and FASSA (Fellow of the Actuarial Society of
South Africa)—serves as such a signal, representing that the holder has demonstrated
a specified level of knowledge and has agreed to abide by professional standards. If
that signal loses its meaning because credentialed actuaries routinely produce sub-
standard or misleading work, the value of the credential diminishes for all actuaries,
and the public’s ability to identify trustworthy practitioners is impaired.

This credibility also facilitates commerce. Many business transactions (mergers, ac-
quisitions, reinsurance agreements, regulatory filings) depend on actuarial certifica-
tions and opinions. When parties to a transaction can rely on the quality and objectiv-
ity of actuarial work, transactions proceed more efficiently. If actuarial opinions were
viewed as unreliable or subject to manipulation, additional verification would be re-
quired, increasing costs and friction throughout the insurance and financial services
industries.
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The importance of professionalism is perhaps most visible when actuaries fail to up-
hold it. Cases in which actuaries have been disciplined for professional misconduct
(whether for producing misleading reserve opinions, for certifying work they did not
adequately review, or for other violations) serve as reminders of the consequences
when professional standards are not upheld. Those consequences extend beyond the
individual actuary to affect employers, clients, and ultimately the public.

When actuaries fail to uphold professional responsibilities:
Lessons from insurance insolvencies

Several high-profile insurance company failures have involved actuarial work
that fell short of professional standards. While the causes of insolvency are al-
ways multifaceted, inadequate reserves have been a recurring factor. In some
cases, actuaries have signed reserve opinions that significantly understated li-
abilities, often under pressure from management seeking to present favorable
financial results. When actual claims exceeded the inadequate reserves, compa-
nies became insolvent, leaving policyholders with unpaid claims.

These failures resulted not only in harm to policyholders and other stakeholders
but also in disciplinary action against the actuaries involved, damage to the pro-
fession’s reputation, and increased regulatory scrutiny.

1.3. From informal norms to formal standards

For much of the early history of the actuarial profession, professionalism was main-
tained largely through informal means.! The actuarial community was small, prac-
titioners often knew one another personally, and reputation served as a powerful in-
centive for ethical behavior. Formal codes of conduct and standards of practice were
minimal or nonexistent; it was assumed that competent actuaries would know how to
conduct themselves appropriately.

This informal approach began to prove insufficient as the profession grew and its
work became more consequential. Several developments prompted a shift from in-
formal norms to more formalized professionalism structures. Some reflected external
pressures on the informal approach; others reflected the profession’s own evolving
view of what self-regulation required:

+  Growth of the profession. As the actuarial population grew in mature jurisdic-
tions, the small-community conditions on which earlier informal expectations

1 The transition from informal norms to formal structures described in this section is not uniformly complete worldwide. In some jurisdic-
tions, particularly developing insurance markets, the local actuarial profession remains small and the infrastructure of standards, creden-
tialing, and discipline is still being built. Considerations specific to these settings are addressed in Appendix A.
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had relied no longer held, creating the need for explicit codes and standards
that did not depend on personal acquaintance.

« Increased regulatory reliance on actuarial work. As regulators in many juris-
dictions came to rely on actuarial work for insurance and pension oversight,
the profession responded by issuing more formal guidance on how such work
should be performed and supported.

« High-profile failures. Notable instances of insurance company failures that
included actuarial misconduct highlighted the need for stronger professional
oversight.

« Increasing complexity of actuarial work. As financial products, regulatory re-
quirements, and analytical methods grew more sophisticated, the profession
recognized that explicit guidance on appropriate practice was expected, both
from within and from outside. What was once “obvious” to experienced practi-
tioners needed to be documented for a larger, more diverse profession.

«  Professional self-regulation and identity. Beyond responding to external pres-
sures, the profession came to accept that established, self-regulating profes-
sions are expected to maintain their own codes of conduct, published stan-
dards of practice, and qualification processes. Formalizing these structures
was a proactive assertion of professional identity and an acknowledgment that
a profession must take ownership of its own standards rather than wait for fail-
ures to force its hand.

In response to these pressures, actuarial organizations around the world developed
more comprehensive professionalism frameworks. Although the specific structures
vary by jurisdiction (some countries rely primarily on professional bodies, others on
government regulation, and many on a combination), the general trajectory has been
consistent: from informal expectations to formal standards, from assumed compe-
tence to demonstrated qualification, and from individual reputation to institutional
oversight.

This evolution continues today. As new challenges emerge, from predictive analyt-
ics and artificial intelligence (AI) to climate risk and evolving business models, the
profession must continually adapt its standards and guidance. The specific organiza-
tions and regulatory structures that support actuarial professionalism are examined
in Part I, “The Foundation.”

1.4. Questionsto consider

The scenario at the beginning of this chapter illustrated one type of professional
dilemma actuaries face. Here are several more situations to consider as you work
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through this monograph. Each raises questions about how professional standards and
expectations apply in practice.

Cross-border practice

James is a Fellow of the Institute and Faculty of Actuaries (IFoA) based in Lon-
don. He works remotely for a reinsurance company headquartered in Bermuda,
and his current assignment involves reviewing reserve estimates for a portfo-
lio of liability business written in the United States. James holds no credentials
from any US-based actuarial organization.

Which professional standards govern James’s work? Is he bound by the IFoA
standards, the US Actuarial Standards of Practice, Bermuda requirements, or
some combination? If the standards conflict, which takes precedence? Does it
matter whether James’s work will be relied upon by US regulators?

The pension actuary’s dilemma

Fatima is a pension actuary in Canada who performs funding valuations for a
corporate defined benefit plan. The plan sponsor asks her to use mortality as-
sumptions that would result in lower reported liabilities. The assumptions the
sponsor prefers are within the range used by other actuaries, but Fatima be-
lieves they do not reflect the actual mortality experience of this plan’s partici-
pants, who are mostly white-collar professionals.

How should Fatima respond? Can she use assumptions that are “within the
range” even if she believes they are not the most appropriate for this specific
plan? What are her disclosure obligations? What if the sponsor threatens to find
another actuary who will use their preferred assumptions?

Working in an evolving practice area

Kenji is developing a climate risk model for a global insurer to assess the long-
term impact of climate change on property catastrophe exposures. Existing ac-
tuarial standards on modeling, data, and communication apply to his work, but
climate risk is a rapidly evolving area where additional guidance is still being de-
veloped.
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What are Kenji’s professional obligations? How should he approach his work in
an area where broad standards apply but additional guidance is limited? What
documentation and disclosure obligations might apply when the methodology
itself is evolving?

Observing a colleague’s conduct

Sofia works at a consulting firm in Australia and notices that a senior colleague
appears to be signing actuarial opinions for work that Sofia believes he has not
adequately reviewed. She has no direct evidence, but based on the volume of
opinions signed and her knowledge of his workload, she suspects he cannot be
giving each opinion appropriate attention.

What, if anything, should Sofia do? Does she have a professional obligation to
report her concerns, or would doing so be inappropriate given that she lacks di-
rect evidence? To whom would she report: her firm, the Actuaries Institute, or
someone else? What might the consequences be for her colleague, for herself,
and for those who rely on those opinions, including members of the public who
may be customers of the entities receiving the opinions?

These questions span the range of issues the professionalism framework is designed
to address. Whereas some have clear answers once one understands the relevant
guidance, others involve genuine judgment where reasonable actuaries might differ.
The chapters that follow describe that framework: qualification frameworks, codes of
conduct, standards of practice, and disciplinary processes. Knowing the framework
will not eliminate difficult judgment calls, but it provides the foundation for making
them thoughtfully and defensibly.

1.5. Overview of this monograph

This monograph is organized around a single image: the infrastructure of actuarial
professionalism, visualized as a temple (Figure 1.2). Actuarial organizations provide
the institutional foundation, serving as or creating most of the bodies that creden-
tial actuaries, set standards, and administer discipline. The regulatory framework,
whether self-regulation or government oversight, establishes the rules under which
these organizations operate. On this foundation rest the four pillars that give profes-
sionalism its substance: qualification and credentialing, codes of conduct, standards
of practice, and discipline and enforcement. Together, these elements translate the
social contract described in Section 1.1 into a concrete, enforceable system.
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Actuarial professionalism
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Figure 1.2. The infrastructure of actuarial professionalism. Actuarial organizations
and the regulatory framework form the foundation on which the four pillars rest.

« PartI: The Foundation covers the institutional infrastructure on which the
four pillars rest: actuarial organizations (Chapter 2) and the regulatory frame-
works within which they operate (Chapter 3).

«  PartII: The Four Pillars devotes a chapter to each pillar in Figure 1.2: qualifi-
cation and credentialing (Chapter 4), codes of conduct (Chapter 5), standards of
practice (Chapter 6), and discipline and enforcement (Chapter 7).

«  PartIII: Beyond the Four Pillars looks past the binding requirements to non-
binding guidance such as practice notes (Chapter 8) and emerging issues such
as large language models and AI agents, bias and fairness, and nontraditional
roles (Chapter 9).

Throughout this monograph, readers will find that certain themes recur: the impor-
tance of competence and integrity, the responsibility to communicate clearly and
honestly, and the commitment to serving the public interest. These themes reflect
the core values of actuarial professionalism worldwide and provide a unifying thread
across the diverse topics covered.
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Key takeaways

« Professionalism is a social contract: privileges (credentials, trust, exclusive
access to roles, self-regulation) in exchange for responsibilities (competence,
integrity, public service, professional reputation, accountability).

+ Technical accuracy alone is insufficient: Actuaries must also communicate
clearly, disclose limitations, and act with integrity even when facing pres-
sure from employers or clients.

« The asymmetry of information between actuaries and those who depend on
their work, whether directly or indirectly, creates both the need for profes-
sionalism and the opportunity to abuse trust.

«  Professional obligations extend beyond work conduct; personal misconduct
that damages the profession’s reputation can also result in discipline.

«  Professionalism frameworks evolved from informal norms to formal stan-
dards as the profession grew, regulatory reliance increased, and the conse-
quences of failures became more visible.

« The core principles of professionalism (competence, integrity, and pub-
lic service) are universal across actuarial organizations and practice areas
worldwide.

Common mistakes to avoid

« Equating technical correctness with professionalism. An analysis can be
mathematically correct but still violate professional standards if it is mis-
leading, fails to disclose material limitations, or omits important caveats.

« Assuming professionalism is only about avoiding misconduct. Profession-
alism is also about proactive obligations: maintaining competence, commu-
nicating clearly, and supporting the profession’s standards.

+ Viewing professionalism requirements as bureaucratic burdens. These re-
quirements exist to protect the public and maintain the trust that makes the
actuarial credential meaningful.

Discussion questions

1. Inthe opening scenario, David is asked to take on a reserving analysis for a
property and casualty line for which he lacks direct experience. Based on
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the concepts discussed in this chapter, what professional principles are in
tension? What factors should David weigh in deciding how to respond?

How does the “asymmetry of information” between actuaries and those
who depend on their work affect the importance of professional standards?
Consider both direct users (like regulators) and indirect beneficiaries (like
policyholders).

The chapter discusses how professionalism evolved from informal norms to
formal standards. What are the advantages and disadvantages of formalized
professional requirements compared with relying on informal expectations
and reputation?

Consider the cross-border practice scenario involving James. What chal-
lenges arise when an actuary’s work spans multiple jurisdictions with dif-
ferent professional requirements? How might the profession address those
challenges?
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2. Actuarial Organizations

In the temple of actuarial professionalism introduced in Chapter 1 (Figure 1.2), actu-
arial organizations form the foundation on which everything else rests. Without orga-
nizations to credential actuaries, set standards, and enforce ethical requirements, the
four pillars would have no institutional home.

Every jurisdiction with a developed actuarial profession has such organizations. The
next section sets out what those bodies do; the rest of the chapter then surveys who
they are, starting with the international landscape and zooming in on the United
States as a detailed example.

2.1. What actuarial organizations do

Across jurisdictions, actuarial organizations perform a recurring set of functions.
Some such functions translate directly into the four pillars of professionalism covered
in Part IT; others operate as scaffolding that this monograph will not return to in detail
but that is no less essential to a healthy profession.

Four functions become the pillars:

+ Qualification and credentialing. Admitting members, awarding credentials,
and setting the education, experience, and continuing education requirements
that govern who can hold a credential and who can take on particular roles or
types of work. Some of these requirements come from actuarial organizations
themselves; the US Qualification Standards (USQS) are one example. Others
come from governments for statutorily defined roles such as the Enrolled Ac-
tuary in the United States or the Appointed Actuary in various jurisdictions.
Chapter 4 covers both.

+  Code of conduct. Adopting and maintaining a written code of professional con-
duct that binds members. The code is the ethical core of the profession and is
discussed in Chapter 5.
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- Standards of practice. Promulgating technical standards that govern the per-
formance of actuarial work. Some organizations write their own standards,
some delegate to a separate standards board, and in some markets the regula-
tor sets standards directly. Chapter 6 takes up this pillar.

« Discipline and enforcement. Investigating alleged breaches of conduct and
imposing sanctions, which can range from private counseling to revocation of
credentials. Chapter 7 covers this pillar.

The remaining functions are foundational without being pillars:

+ Continuing education. Offering the meetings, seminars, webinars, and publi-
cations through which members stay current.

« Research and the body of knowledge. Funding and publishing the experience
studies, call papers, and applied research that help advance the actuarial pro-
fession.

« Public voice. Representing the profession to regulators, legislators, accounting
bodies, and the public.

+ Community. Convening practitioners, supporting regional and topical sec-
tions, and giving the profession an institutional home.

How these functions are distributed across organizations varies. In some jurisdictions
a single body performs nearly all of them; in others they are split across several spe-
cialized organizations.

2.2. International actuarial organizations

The actuarial community is international, and frameworks for credentialing, stan-
dards, and professional conduct are increasingly similar across jurisdictions, though
notable differences remain in qualification requirements, continuing education obli-
gations, and the scope of disciplinary authority.

2.2.1. International Actuarial Association

The International Actuarial Association (IAA) serves as the worldwide organization
of actuarial associations. Founded in 1895 as the Comité Permanent des Congres
d’Actuaires, the IAA was reconstituted in its current form in 1998. The organization
is headquartered in Ottawa, Canada.

The IAA’s membership consists not of individual actuaries but of actuarial associa-
tions. Full Member status carries voting rights and is reserved for associations that
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meet the IAA’s membership requirements, which cover the association’s code of con-
duct, disciplinary process, standards-setting process, and Education Syllabus. Asso-
ciate Members participate without voting rights and without being required to meet
the full set of requirements. As of May 2026, the IAA has 73 Full Member Associations
and 25 Associate Members. Four of the five US-based actuarial organizations are Full
Members of the IAA: the Casualty Actuarial Society (CAS), the Society of Actuaries
(SOA), the Conference of Consulting Actuaries (CCA), and the American Society of
Enrolled Actuaries (ASEA). Membership is concentrated in a handful of large associ-
ations, with a long tail of smaller national bodies. Figure 2.1 shows the IAA’s largest
member associations.

The IAA pursues several objectives relevant to professionalism:

«  Supporting developing markets. The IAA helps build actuarial capacity in
emerging jurisdictions through education guidelines, model documents,
and structured dialogue between established and emerging associations. Ap-
pendix A discusses developing markets in more detail.

+  Model standards. The IAA develops model International Standards of Actuar-
ial Practice (ISAPs) that member associations may adopt or adapt for their ju-
risdictions. These standards help promote consistency in actuarial practice
across borders. ISAPs do not automatically apply to actuaries; their applica-
bility depends on whether a member association adopts or reflects them, and
adoption has been limited primarily to smaller jurisdictions, with more estab-
lished actuarial markets maintaining their existing standards.

« Education guidelines. The IAA maintains an Education Syllabus organized
into core subjects (considered essential knowledge for all actuaries) and elec-
tive subjects, each containing topics and learning objectives. Member associ-
ations seeking Full Member status must demonstrate that their education pro-
grams cover all core subjects to the IAA’s benchmark (broadly more than 80%
of the relevant learning objectives) and that the program as a whole is appro-
priate in depth and breadth.

+ Code and discipline guidance. The IAA publishes model documents and guid-
ance that member associations can adopt or adapt when building and main-
taining their own codes of professional conduct and disciplinary processes,
helping associations meet the IAA’s membership requirements described ear-
lier.

« Promoting the profession. The IAA represents the actuarial profession to in-
ternational bodies such as the International Association of Insurance Supervi-
sors, the International Accounting Standards Board, the Organisation for Eco-
nomic Co-operation and Development, and the World Bank.
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Largest memberships among IAA Full Member Associations, 2026

Society of Actuaries (US) I 34,466
Institute and Faculty of Actuaries (UK) I 18,406
Casualty Actuarial Society (US) I 11,451
Canadian Institute of Actuaries I 6,695
Deutsche Aktuarvereinigung (DE) [ 6,513
Actuaries Institute (AU) [l 4,051
Institut des Actuaires (FR) il 2,966
Institute of Actuaries of Japan Il 2,217
Actuarial Society of South Africa |l 2,108
Society of Actuaries in Ireland B 1,609
Conference of Consulting Actuaries (US) [l 1,390
Instituto de Actuarios Espafioles i 1,317
Instituto Brasileiro de Atudria M 1,273
Het Koninklijk Actuarieel Genootschap (NL) W 1,269
Association Suisse des Actuaires W 1,204
Italian Society of Actuaries @ 1,170
Actuarial Society of Hong Kong |l 1,086
China Association of Actuaries Wl 1,068
Institute of Actuaries of Korea Wl 1,038

Region: [ US/Canada [ Europe B Africa/ Asia/ Latin America / Oceania

Figure 2.1. The IAA’s largest Full Member Associations. Bars show the 19 IAA Full
Member Associations with at least 1,000 credentialed members in 2026. Country
codes after each organization name and the region colors indicate where the orga-
nization is based, not where its members practice; several of these associations (no-
tably the SOA, the CAS, the IFoA, and the Actuaries Institute) have substantial mem-
berships working in jurisdictions outside their home country. Together these 19 asso-
ciations account for roughly 101,000 of the 111,213 credentialed memberships reported
across Full Members. Counts are memberships, not unique individuals: Some actuar-
ies hold credentials from more than one association (e.g., a Canadian actuary may be-
long to both the Canadian Institute of Actuaries and the SOA), so the totals overstate
the unique-individual count. The American Academy of Actuaries (20,000+ mem-
bers) is not shown because it withdrew from the IAA in 2019. MWAC (member with
an actuarial credential) is the |AA’s count of credentialed members at each Full Mem-
ber Association, excluding students, affiliates, and other noncredentialed members.
Source: IAA, “Number of MWACs Reported by March 17, 2026.”

«  Facilitating cooperation. Through its committees, forums, and task forces, the
IAA provides venues for actuaries from different countries to share knowledge
and address common challenges.
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While IAA membership at the institutional level is limited to actuarial associations,
the IAA also organizes six topical sections that individual actuaries may join directly.
The sections function as international communities of practice in specialized areas:

«  ASTIN (Actuarial STudies In Non-life insurance)?

«  AFIR-ERM (Actuarial Approach for Financial Risks and Enterprise Risk Man-
agement)

+ TIAAHS (IAA Health Section)
« IAALS (IAA Life Section)
« IACA (International Association of Consulting Actuaries)

«  PBSS (Pensions, Benefits and Social Security Section)

Sections support continuing professional development through colloquia, webinars,
working groups, and publications, and provide a venue for cross-border collaboration
on technical and professional questions within their respective practice areas.

2.2.2.  Actuarial organizations by region

Actuarial associations exist in most countries with developed insurance and pension
systems, and the profession continues to grow in emerging markets. While such or-
ganizations perform similar functions (credentialing or admitting actuaries, setting
standards, and enforcing professional conduct), they differ in legal origin. Some were
established by national statute (such as Canada’s Canadian Institute of Actuaries and
India’s Institute of Actuaries of India) or royal charter (the Institute and Faculty of Ac-
tuaries), while others (including the US-based organizations) are private associations.
The regulatory frameworks they operate under also vary, and statutory origin does
not by itself determine the regulatory model; Chapter 3 examines those frameworks
in detail.

The pathways to becoming a credentialed actuary also differ significantly across ju-
risdictions, ranging from professional examinations (as in the United States, Canada,
and the United Kingdom) to university-based qualification (as in Spain, France, and
several Scandinavian countries) to hybrid models. Chapter 4 examines these path-
ways in detail.

The following discussion surveys actuarial associations by region, highlighting se-
lected organizations and regional characteristics of particular interest.

2 OQutside the United States, property and casualty (P&C) insurance is often referred to as “general insurance” and sometimes even “non-life
insurance.”
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North America

The Canadian Institute of Actuaries (CIA) is the national organization for the actu-
arial profession in Canada. Founded in 1965, the CIA serves as both a credentialing
body and a standards-setting organization. Standards of practice applicable to actu-
arial work in Canada are developed by the Actuarial Standards Board (ASB, a sepa-
rate body from the US ASB, though sharing the same name), which operates indepen-
dently within the CIA’s organizational structure. Canadian actuaries often hold cre-
dentials from both the CIA and a US-based organization (CAS or SOA), reflecting the
integrated nature of the North American insurance market. In Mexico, the Colegio
Nacional de Actuarios (CONAC) is the TIAA Full Member Association. Mexico also has
the Asociacién Mexicana de Actuarios (AMA) and the Asociaciéon Mexicana de Actu-
arios Consultores (AMAC), which are parties to the North American cross-border dis-
cipline agreement discussed in Section 7.4. The five US-based organizations are dis-
cussed in detail in Section 2.3.

Europe

Europe has a rich actuarial tradition, with 36 IAA Full Member Associations, more
than any other region. The Actuarial Association of Europe (AAE) serves as the re-
gional coordinating body, representing national actuarial associations from across
the European Union and broader Europe. The AAE engages with European Union in-
stitutions on regulatory matters affecting actuarial practice and promotes harmoniza-
tion of professional standards across member countries.

The Institute and Faculty of Actuaries (IFoA) is the United Kingdom’s only chartered
professional body dedicated to actuaries. Formed in 2010 through the merger of the
Institute of Actuaries (England, founded 1848) and the Faculty of Actuaries (Scotland,
founded 1856), the IFoA represents one of the oldest actuarial traditions in the world.

Asia

The actuarial profession has grown substantially across Asia, with 15 IAA Full Mem-
ber Associations spanning the region. The Institute of Actuaries of Japan is one of the
region’s oldest actuarial bodies; Japan also has the Japanese Society of Certified Pen-
sion Actuaries as a separate IAA Full Member. The China Association of Actuaries has
expanded rapidly alongside China’s growing insurance market, and the Institute of
Actuaries of India has grown substantially alongside the expansion of India’s insur-
ance and pension sectors. Other Asian IAA Full Members include the Institute of Ac-
tuaries of Korea, the Actuarial Society of Hong Kong, the Singapore Actuarial Society,
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and associations in Chinese Taipei, Indonesia, Kazakhstan, Malaysia, Pakistan, the
Philippines, Sri Lanka, and Thailand.

Middle East and North Africa

The actuarial profession in the Middle East and North Africa region has been develop-
ing alongside the growth of insurance and takaful (Islamic insurance) markets. Four
IAA Full Member Associations are based in the region: the Association Marocaine des
Actuaires (Morocco), the Egyptian Society of Actuaries, the Israel Association of Actu-
aries, and the Lebanese Association of Actuaries. The Gulf Cooperation Council coun-
tries have seen growing actuarial activity, with actuarial communities in the United
Arab Emirates, Saudi Arabia, Bahrain, and other Gulf states, though these do not yet
have IAA Full Member Associations.

Sub-Saharan Africa

The actuarial profession in sub-Saharan Africa continues to develop, with four IAA
Full Member Associations in the region: the Actuarial Society of South Africa (ASSA),
the Actuarial Society of Ghana, the Actuarial Society of Kenya, and the Nigeria Actu-
arial Society. South Africa has the continent’s most established actuarial community.
ASSA, founded in 1948, credentials actuaries and sets professional standards for actu-
arial practice in South Africa. South African actuaries qualified by writing IFoA exam-
inations until 2010, when ASSA introduced its own Fellowship (FASSA) and Associate
(AMASSA) credentials while continuing to outsource certain subjects to the IFoA. Re-
gional efforts to develop actuarial capacity across Africa reflect the growing impor-
tance of insurance and pension systems in the continent’s economic development.

Central and South America

Five IAA Full Member Associations are based in Central and South America: the In-
stituto Brasileiro de Atuaria (IBA), the Asociacién Colombiana de Actuarios, the Con-
sejo Profesional de Ciencias Econdémicas de la Ciudad Auténoma de Buenos Aires
(Argentina), the Ecuadorian Actuarial Association, and the Asociacion Centroameri-
cana de Actuarios (ACEA) based in Panama. The IBA is the region’s largest, reflecting
Brazil’s substantial insurance and pension markets.

Caribbean and Bermuda

The Caribbean Actuarial Association (CAA), founded in 1991 in Jamaica, is the
Caribbean’s only IAA Full Member Association and serves actuaries across the region.
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Bermuda and the Cayman Islands warrant particular mention given their outsized
roles in global insurance and reinsurance markets. Bermuda is one of the world’s
largest reinsurance domiciles, while the Cayman Islands ranks among the top captive
insurance domiciles globally and has a rapidly growing reinsurance sector. Both ju-
risdictions have substantial actuarial communities relative to their populations but
no local actuarial credentialing organization, so actuaries practicing there typically
hold credentials from US, UK, or other international organizations.

Oceania

Two IAA Full Member Associations serve Oceania. The Actuaries Institute (formally
the Institute of Actuaries of Australia) is the professional body for actuaries in Aus-
tralia. The New Zealand Society of Actuaries serves the actuarial profession in New
Zealand, and the two organizations maintain close ties given the integrated nature of
the Australasian market.

Awareness of international associations becomes relevant in several contexts: when
working on multinational insurance or pension programs, when actuarial work prod-
uct may be used in other jurisdictions, when collaborating with actuaries creden-
tialed abroad, or when considering the portability of credentials for international ca-
reer opportunities. The mutual recognition agreements between some associations
(for example, those allowing credit for examinations passed with another organiza-
tion) facilitate international mobility within the profession.

2.3. US-based actuarial organizations

The actuarial profession in the United States is organized through five recognized US-
based actuarial organizations: the Casualty Actuarial Society (CAS), the Society of Ac-
tuaries (SOA), the American Academy of Actuaries (AAA, or the Academy), the Confer-
ence of Consulting Actuaries (CCA), and the American Society of Enrolled Actuaries
(ASEA). Unlike in most countries, where the profession is housed in a single body, the
US profession is distributed across these multiple organizations, which share a com-
mon professionalism infrastructure. Figure 2.2 illustrates how the organizations re-
late to that shared professionalism infrastructure.

Each of these organizations has adopted the Code of Professional Conduct, a shared
set of ethical principles and rules that governs the behavior of their members in any
jurisdiction where they practice. Under the Code, members are also required to ob-
serve applicable standards of practice and satisfy applicable qualification standards.
For practice in the United States, the applicable standards are the Actuarial Standards
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Figure 2.2. US actuarial organizational structure. The five US-based actuarial orga-
nizations share a common professionalism infrastructure: the Code of Professional
Conduct (adopted by all five), the US Qualification Standards (USQS, promulgated
by the American Academy of Actuaries (AAA)), and the Actuarial Standards of Prac-
tice (ASOPs, promulgated by the Actuarial Standards Board (ASB)). The Code re-
guires members practicing in the United States to follow the USQS and ASOPs. The
ASB and the Actuarial Board for Counseling and Discipline (ABCD) operate indepen-
dently, housed within the AAA. Disciplinary recormmendations from the ABCD flow
back to credentialing organizations for action.

of Practice (ASOPs), promulgated by the Actuarial Standards Board (ASB), and the
USQS, promulgated by the American Academy of Actuaries (AAA). The USQS spec-

ify requirements for issuing Statements of Actuarial Opinion? in connection with US
work, a term defined broadly in the USQS to include essentially any actuarial opinion
intended to be relied upon by another party, not only formal regulatory filings. While
the Code applies to members regardless of where they practice, the USQS and ASOPs
apply specifically to actuarial work rendered in the United States. The Actuarial Board
for Counseling and Discipline (ABCD) provides a unified mechanism for addressing
professionalism concerns across all five organizations. Both the ASB and the ABCD
operate under the auspices of the AAA, though they maintain independence in their
respective functions. The sections that follow describe the US-based organizations in
more detail.

3 This term is a common source of confusion. “Statement of Actuarial Opinion” is often associated only with specific regulatory filings, such
as the NAIC opinion that P&C Appointed Actuaries file annually on loss reserve adequacy. The USQS definition is much broader, and the
distinction between the general and specific cases is discussed in detail in Section 4.4.
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2.3.1. Casualty Actuarial Society

The Casualty Actuarial Society is the only actuarial credentialing organization in the
world exclusively focused on property and casualty insurance, and while headquar-
tered in Arlington, Virginia, it operates globally with members in numerous coun-
tries. Founded in 1914 as the Casualty Actuarial and Statistical Society of America, the
CAS was established to address the unique actuarial challenges of casualty insurance.
The organization adopted its current name in 1921.

The CAS offers two credentials: Associate of the Casualty Actuarial Society (ACAS) and
Fellow of the Casualty Actuarial Society (FCAS). Both credentials require passing a se-
ries of rigorous examinations and completing additional educational requirements,
with the Fellowship credential requiring more advanced examinations beyond the As-
sociate level.

2.3.2. Society of Actuaries

The Society of Actuaries is headquartered in Schaumburg, Illinois, and like the CAS
operates globally with members in numerous countries. The SOA traces its history
to 1949, when it was formed through the merger of the Actuarial Society of America
(founded 1889) and the American Institute of Actuaries (founded 1909).

The SOA credentials actuaries practicing in life insurance, health insurance, retire-
ment benefits, finance/investment fields, and general insurance. Like the CAS, the
SOA offers Associate (ASA) and Fellow (FSA) designations, with candidates complet-
ing a series of examinations and other educational requirements to earn each creden-
tial.

2.3.3.  American Academy of Actuaries

The American Academy of Actuaries occupies a unique position in the US actuarial
organizational structure. Unlike the CAS and the SOA, the Academy does not adminis-
ter its own examination process or grant credentials based on examinations it devel-
ops. Instead, Academy membership is open to actuaries who hold a credential from a
recognized actuarial organization and who meet the Academy’s education and experi-
ence requirements, which include demonstrating baseline knowledge of US actuarial
laws, practices, and professionalism. Academy members may use the MAAA (Mem-
ber of the American Academy of Actuaries) designation.
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Founded in 1965, the Academy provides input on public policy issues in the United
States where actuarial expertise can help inform the public. When legislators, reg-
ulators, or other governmental bodies seek actuarial input on policy questions, the
Academy typically provides that input through its practice councils, committees, and
work groups. The Academy’s practice areas include casualty, health, life, pension,
and risk management/financial reporting.

The Academy plays a central role in the profession’s self-regulatory framework. Two
bodies operating under the Academy’s auspices are critical to professionalism:

+ The Actuarial Standards Board promulgates Actuarial Standards of Practice,
which provide guidance to actuaries when rendering actuarial services in the
United States. The ASB operates independently in setting standards, though it
is organizationally housed within the Academy. Chapter 6 discusses the ASB
and ASOPs in detail.

+ The Actuarial Board for Counseling and Discipline provides confidential guid-
ance to actuaries with questions about professional conduct and investigates
complaints of professional misconduct. Like the ASB, the ABCD operates inde-
pendently, though organizationally housed within the Academy. The ABCD’s
jurisdiction covers members of the five US-based actuarial organizations re-
gardless of where they practice, with cross-border agreements with certain
non-US organizations extending or modifying this jurisdiction in specific cir-
cumstances. The ABCD can recommend disciplinary action to the organiza-
tion or organizations of which the actuary is a member. Chapter 7 discusses the
ABCD, the disciplinary process, and the cross-border agreements in detail.

The Academy also maintains the USQS, which specify the basic education, experience,
and continuing education requirements that actuaries must meet to issue Statements
of Actuarial Opinion for actuarial services rendered in the United States.

The Academy is headquartered in Washington, D.C., reflecting its focus on public pol-
icy engagement.

2.3.4. Conference of Consulting Actuaries

The Conference of Consulting Actuaries serves actuaries who provide consulting ser-
vices when practicing in the United States. The CCA was founded in 1949 as the Con-
ference of Actuaries in Public Practice, adopting its current name in 1991. Unlike the
CAS and the SOA, the CCA does not administer a separate examination process. Mem-
bership is open to credentialed actuaries who are engaged in consulting practice.
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The CCA provides continuing education programs, professional development re-
sources, and networking opportunities for consulting actuaries on topics relevant to
US consulting practice.

2.3.5.  American Society of Enrolled Actuaries

The American Society of Enrolled Actuaries serves Enrolled Actuaries: actuaries au-
thorized to practice before the Internal Revenue Service and the Department of Labor
on pension matters. The Enrolled Actuary designation is conferred by the Joint Board
for the Enrollment of Actuaries, a US federal body. ASEA was known as the ASPPA
College of Pension Actuaries (ACOPA) until January 2020, when it adopted its current
name to better reflect its focus on Enrolled Actuaries. ACOPA itself was formed in
2008 when the American Society of Pension Professionals & Actuaries (ASPPA) and the
College of Pension Actuaries (COPA) combined. ASEA now operates within the Amer-
ican Retirement Association, an umbrella organization that also includes ASPPA and
other retirement industry associations.

Membership in ASEA is open to all Enrolled Actuaries. The organization offers the
Member of the Society of Enrolled Actuaries (MSEA) and Fellow of the Society of En-
rolled Actuaries (FSEA) credentials, which build on the Enrolled Actuary designation
with additional requirements. The FSEA can be earned through an examination track
(requiring additional exams and an oral presentation) or an experience track (requir-
ing at least 15 years of practice and demonstrated thought leadership). ASEA mem-
bers often also hold credentials from the SOA.

2.3.6. Regional dffiliates, actuarial clubs, and affinity groups

Beyond the organizations just described, numerous regional affiliates, actuarial clubs,
and affinity groups operate throughout the United States, such as the Casualty Actu-
aries of New England, the Organization of Latino Actuaries, and the Twin Cities Ac-
tuarial Club. These groups do not credential actuaries, set professional standards, or
exercise disciplinary authority; instead, they provide networking, continuing educa-
tion, and professional community, often in a more informal and cost-effective setting.
Some are formal affiliates of the CAS or the SOA, while others operate independently.

Key takeaways

« Actuarial organizations perform a recurring set of functions across jurisdic-
tions: credentialing, maintaining a code of conduct, promulgating standards
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of practice, and administering discipline (the four pillars), plus continuing
education, research, public voice, and community.

The IAA is the worldwide organization of actuarial associations. Its Full
Member requirements (covering codes of conduct, disciplinary processes,
standards of practice, and education) shape how member associations de-
velop those pillars, and the IAA publishes model standards (ISAPs), educa-
tion guidelines, and other resources that promote consistency across juris-
dictions.

Actuarial associations vary in legal origin (e.g., national statute, private
association), in structure (unified bodies such as the IFoA versus multi-
organizational systems such as the US system), and in qualification pathway
(professional examinations, university-based, or hybrid).

The United States is unusual in housing the actuarial profession across five
organizations rather than one: CAS, SOA, AAA, CCA, and ASEA. The CAS and
the SOA are the primary US credentialing organizations, granting Associate
and Fellow designations through examination.

The American Academy of Actuaries (Academy or AAA) houses the ASB
(which sets standards) and the ABCD (which provides guidance and inves-
tigates complaints) and maintains the US Qualification Standards (USQS) that
actuaries must meet to issue Statements of Actuarial Opinion for US practice.

Common mistakes to avoid

Assuming actuarial credentials are interchangeable. Qualification require-
ments vary across organizations, and credentials from one organization or
jurisdiction may not be automatically recognized in another.

Believing Academy membership determines standards applicability. Both
the ASOPs and the USQS are binding through the Code of Professional Con-
duct for US practice, not through Academy membership. Actuaries subject to
the Code must comply regardless of whether they are Academy members.

Resources

International Actuarial Association (IAA): actuaries.org
Institute and Faculty of Actuaries (IFoA): actuaries.org.uk

Canadian Institute of Actuaries (CIA): cia-ica.ca
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Actuaries Institute (Australia): actuaries.asn.au

Casualty Actuarial Society (CAS): casact.org

Society of Actuaries (SOA): soa.org

American Academy of Actuaries (AAA): actuary.org

Conference of Consulting Actuaries (CCA): ccactuaries.org
American Society of Enrolled Actuaries (ASEA): asppa-net.org/asea
Actuarial Standards Board (ASB, US): actuarialstandardsboard.org

Actuarial Board for Counseling and Discipline (ABCD): abcdboard.org

Discussion questions

1.

Some actuarial bodies were established by national statute or royal charter,
while others operate as private associations. How might the legal origin of

a body affect its effectiveness in carrying out its professionalism functions,
and is there a clear case for either model?

Different jurisdictions credential actuaries through professional exami-
nations, university-based programs, or hybrid approaches. What are the
strengths and weaknesses of each pathway?

What advantages and challenges does the US multi-organization model
present for practitioners, regulators, and the public, compared with single-
body structures elsewhere?

If you hold both CAS and AAA designations and face a disciplinary com-
plaint, how does the process work? Which organization would impose dis-
cipline?

What are the advantages and disadvantages of having the ABCD recom-
mend discipline rather than impose it directly?

28
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3. Regulation of the Actuarial
Profession

The second layer of the foundation in the temple of actuarial professionalism (Fig-
ure 1.2) is the regulatory framework. Where Chapter 2 examined the actuarial orga-
nizations themselves, this chapter examines the rules that govern actuarial work. Dif-
ferent countries have developed approaches suited to their own legal traditions, their
own regulatory infrastructure, and the maturity of their actuarial professions.

This chapter first lays out the conceptual framework that applies across jurisdictions
and then examines how individual jurisdictions instantiate it. Considerations specific
to developing markets and nascent actuarial professions, including a decision frame-
work for regulators establishing actuarial oversight, are addressed in Appendix A.

3.1. Sources of an actuary’s obligations

A useful way to organize the framework around actuarial work is to ask where an ac-
tuary’s obligations come from. Two primary sources dominate: the profession and
government. Most jurisdictions draw on both; what varies is how much of the work
is governed by the profession rather than the state and, within the state’s domain,
through which channels.

« The profession (self-regulation). The rules and processes a profession sets for
its own members are the means of self-regulation. The work of regulating ac-
tuaries spans qualification and credentialing, codes of conduct, standards of
practice, and discipline; how much of it the profession establishes itself, rather
than the state, varies by jurisdiction. These are the four pillars, each examined
in its own chapter in Part II.

+ Government. Government’s involvement reaches actuarial work through three
distinct channels:

- Direct regulation of actuaries. Here a government body regulates the
individual actuary directly, most often by licensing or registering them.
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This is a state requirement separate from, and additional to, the creden-
tial the profession confers. Its reach varies: At one extreme, no one may
practice as an actuary without it; at the other, it is required only for a
specific, high-stakes kind of work.

- Regulation of insurers and pension plans that flows through to
actuaries. Government supervises the insurer or pension plan under
regulation aimed specifically at those sectors, and requires that cer-
tain actuarial work meet specified regulations. The entity’s compliance
obligation creates the requirement. Such mandates serve a range of
purposes: prudential regulation, to protect policyholders and plan mem-
bers; market-conduct regulation, to keep consumer treatment fair; and
financial reporting, to inform investors and markets. Whatever the pur-
pose, these mandates reach the actuary through the entity. In some
jurisdictions an actuary engaged in such regulated work also bears a
duty to report the entity’s breaches of law directly to the supervisor (su-
pervisory whistleblowing), a duty owed to the regulator rather than to the
profession.*

- Generally applicable laws. Some laws and regulations are aimed nei-
ther at actuaries nor at insurers and pension plans specifically but still
constrain how actuarial work may lawfully be done. These reach the ac-
tuary in two ways. Some bind the actuary’s own conduct directly, such
as the criminal prohibitions on fraud and false statements and the tort-
law duty to exercise reasonable care. Others bind the entity, and so con-
strain the work through it: Data-protection and privacy law governs how
personal data may be collected and used, equality law may bar the use of
protected characteristics such as sex or race even where they are predic-
tive, and competition law constrains how firms may behave in the mar-
ket. Either way, these laws and regulations bind regardless of whether
any actuary-specific requirement is engaged, and they originate not only
in domestic legislatures and regulators but also in the courts and, in
some regions, supranational bodies.

The line between these two primary sources is not always sharp. In some jurisdic-
tions government does more than regulate alongside the profession: It oversees the
profession’s own self-regulation. Elsewhere the profession governs itself with no
equivalent government oversight body. A single function such as standard setting
may likewise be housed within the profession in one country and assigned to a gov-
ernment body in another. Section 3.2 takes up this variation in detail.

4 See the IAA’s Position Paper on Whistle-blowing Requirements (2009) for further discussion.
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Beyond these regulatory sources, an actuary’s obligations also arise from a nonreg-
ulatory one: the relationship with the principal the actuary serves, whether a client
or an employer. That relationship creates duties such as deliverables and deadlines
that appear in no code or statute. It is often formalized in an engagement letter or em-
ployment agreement, though not always; an employee may have no written contract,
and an actuary volunteering their services pro bono may have neither contract nor
fee, yet in each case the duties they take on bind all the same. Either way, the obliga-
tion arises by agreement rather than regulation, so it sits outside the structure above,
yet it carries real force. Some of these duties even double as professional ones: Confi-
dentiality, for instance, is owed both to the principal and under the codes of conduct
of actuarial organizations, so a breach can be a violation subject to professional disci-
pline as well as a breach of the engagement.

Whatever the source, an obligation matters only if its breach carries consequences.
These obligations are given force in several ways: through professional discipline,
the subject of Chapter 7; through government enforcement where a law or licens-
ing requirement is broken, ranging from regulatory fines and the loss of a license to,
in some cases, criminal penalties; and through civil liability in the courts where the
work causes harm. Figure 3.1 draws these sources together.

In most jurisdictions the sources are cumulative, not alternatives: A single piece of
work can be governed by the profession’s rules, by government regulation, and by
generally applicable law at the same time. They also reinforce one another. A gov-
ernment requirement that work be done by a qualified actuary may rely on the pro-
fession’s own credential rather than building a parallel one, and the profession’s stan-
dards of practice may serve as the benchmark a court applies when it judges, in a mal-
practice claim, whether the work met generally accepted practice.

A single statute can also operate through more than one source at once. A pension
system law, for example, may both create a government license for actuaries who cer-
tify the funding of defined benefit plans (direct government regulation) and require
those plans to obtain such certifications (entity regulation). The two operate on differ-
ent parties but flow from the same statute.

3.2. Regulation across jurisdictions

Self-regulation is a component of every jurisdiction with an actuarial organization,
and the functions of self-regulation (qualification and credentialing, codes of conduct,
professional standards, and discipline) are taken up in Chapters 4-7. The following
examples illustrate some variations that appear in government regulation across ju-
risdictions, followed by one requirement that applies across many of them.

Casualty Actuarial Society Monograph Series | No. 17 31



Foundations of Actuarial Professionalism

Oversight
———— (some jurisdictions) --.__

Actuarial G .
organizations overnmen
k

egulation of i Insurers and Generally
i applicable laws

pension plans

|
N\Ws th?’oV
¥

Self-regulation

p

actuaries

Also binding, though
not regulatory:
duties to principal

The actuary

Figure 3.1. The sources of an actuary’s professional obligations, arranged as a hierar-
chy that converges on the actuary. Two primary sources sit at the top: the actuarial
profession (through self-regulation) and government. Government reaches the actu-
ary through three channels: direct regulation of actuaries (by licensing the profession
itself or a specific kind of work); regulation of insurers and pension plans that flows
through the regulated entity (shown dashed, because the entity is a conduit rather
than a source of obligation); and generally applicable laws not aimed at actuaries,
which bind the actuary's own conduct directly and also constrain the work through
the entity. In some jurisdictions, though not all, government also oversees the profes-
sion’s own self-regulation (the dashed arrow at top). The actuary’s relationship with
their principal (client or employer) also binds the actuary, but by agreement rather
than regulation.

3.2.1. United States

Direct government regulation of actuaries: The Enrolled Actuary regime

While actuaries in the United States generally face no governmental licensing re-
quirement and no law prohibits the use of the title “actuary” by noncredentialed in-
dividuals, there is a notable exception. The Employee Retirement Income Security
Act requires that actuarial certifications for certain defined benefit pension plans be
performed by “Enrolled Actuaries” who meet requirements established by the Joint
Board for the Enrollment of Actuaries, a federal body. Enrolled Actuary status re-
quires passing examinations and meeting experience and continuing education re-
quirements. In granting and revoking enrollment, the Joint Board performs what is
essentially a government licensing function: The state, rather than a professional
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body, controls who may do the work. Enrolled Actuary status accordingly exists in-
dependent of membership in any actuarial association. The federal regime is, more-
over, largely self-contained: The Joint Board not only sets the requirements for enroll-
ment but also prescribes standards of conduct for Enrolled Actuaries and can suspend
or terminate enrollment for misconduct. An Enrolled Actuary who belongs to no US-
based actuarial organization is therefore qualified, governed, and disciplined entirely
through government, standing outside the profession’s self-regulation. In practice
many Enrolled Actuaries also hold membership in a US-based organization and are
bound by the profession’s self-regulation as well, but the federal regime does not re-
quire it.

Insurance regulation flowing to actuaries through the entity

Appointed Actuary requirements. Insurance regulators, through the National Associa-
tion of Insurance Commissioners (NAIC) and state insurance laws, require that insur-
ance companies have an “Appointed Actuary” who meets specified qualification re-
quirements and issues a prescribed Statement of Actuarial Opinion on the company’s
reserves and related actuarial items. These requirements effectively mandate the use
of qualified actuaries for this critical function. The NAIC’s Annual Statement Instruc-
tions set those qualification requirements, defining a “Qualified Actuary” by refer-
ence to recognized actuarial designations and qualification standards; the specifics
are taken up in Chapter 4.

Rating and market-conduct regulation. States also regulate how insurers set and ap-
ply their rates, and these requirements reach the actuary through the insurer. Some
states require that certain rate filings be certified by a qualified actuary; state insur-
ance codes prohibit unfair discrimination in rating, limiting the risk classifications
an insurer may use; and several states now regulate insurers’ use of external data, al-
gorithms, and predictive models, notably Colorado’s 2021 law (SB 21-169). The NAIC’s
2023 model bulletin Use of Artificial Intelligence Systems by Insurers is not itself binding,
but it sets supervisory expectations that a growing number of states have adopted.

Systemic-risk supervision of insurance groups. Under the Dodd-Frank Act of 2010, in-
surance groups designated as systemically important by the Financial Stability Over-
sight Council became subject to Federal Reserve supervision; American International
Group (AIG) was among the three so designated, and that supervision reached its ac-
tuarial work in practice. A 2016 proposed rule would have gone further, requiring
each such group to appoint a chief actuary accountable for enterprise-wide reserve ad-
equacy and model oversight. The rule was never finalized and every insurer designa-
tion has since been rescinded, so no group is subject to it today, though the statutory
authority remains.
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Generally applicable laws

The United States reaches actuarial work through this third channel with doctrines
and statutes made outside the insurance regulatory system. Malpractice liability,
grounded in the common-law duty of care, binds the actuary’s own conduct directly.
Other laws constrain the inputs the work may use: the Fair Credit Reporting Act gov-
erns consumer-report data, including the credit-based scores used in some insurance
pricing; the Genetic Information Nondiscrimination Act restricts the use of genetic in-
formation; the Health Insurance Portability and Accountability Act governs the use
and disclosure of protected health information; and a patchwork of federal and state
privacy laws governs personal data more broadly.

3.2.2. United Kingdom

The United Kingdom provides an instructive contrast to the US model. The Institute
and Faculty of Actuaries (IFoA) is the professional body for actuaries in the United
Kingdom; however, unlike the US-based actuarial organizations, the IFoA does oper-
ate under governmental oversight. The Financial Reporting Council (FRC) serves as
the independent regulator overseeing the actuarial profession (alongside accountants
and auditors) in the United Kingdom. The FRC’s responsibilities include the follow-
ing:

«  Setting Technical Actuarial Standards, applicable to actuarial work within the
United Kingdom

«  Overseeing the IFoA’s regulatory arrangements, including its disciplinary pro-
cesses

+ Conducting independent investigations into matters of public concern involv-
ing actuarial work

« Taking enforcement action directly in public interest cases through its Actuar-
ial Scheme

This model preserves a significant role for the professional body while providing ex-
ternal oversight to address concerns about self-regulatory conflicts of interest. The
FRC can investigate matters that the IFoA might be reluctant to pursue and provides
an independent check on the profession’s self-governance.

The UK system developed in response to several high-profile cases in which actuar-
ial work was criticized, including issues related to pension fund valuations and insur-
ance company failures. Those cases prompted the Morris Review of the Actuarial Pro-
fession (2005), commissioned by HM Treasury, leading to the current framework in
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which the FRC assumed responsibility for actuarial oversight in 2006, with technical
standard setting consolidated within the FRC from 2012 onward.

The FRC’s oversight of the profession sits alongside a second layer of government reg-
ulation, much like the Appointed Actuary regimes found elsewhere: Financial and
pension regulators require regulated firms and schemes to appoint actuaries to re-
served roles. An insurer must have a Chief Actuary (and, for with-profits business, a
With-Profits Actuary). These are senior management functions: The firm selects the
holder, but the individual must receive regulatory approval before taking up the role.
A defined benefit pension scheme’s trustees must appoint a Scheme Actuary, whose
statutory duties include reporting breaches to The Pensions Regulator. The Lloyd’s of
London market likewise requires each syndicate to have a Syndicate Actuary and im-
poses its own methodology, validation, and reporting requirements, a private-market
analog to entity regulation. Eligibility for all of these reserved roles runs through the
IFoA’s Practising Certificates, the qualification layer taken up in Chapter 4.

The IFoA has substantial membership outside the United Kingdom. The FRC’s Tech-
nical Actuarial Standards apply specifically to UK actuarial work, but the FRC has on
occasion exercised disciplinary jurisdiction over IFoA members’ conduct outside the
United Kingdom where UK public interest was implicated.

3.2.3. Canada

The Canadian Institute of Actuaries (CIA) is the professional body, but government
regulation comes from both federal and provincial authorities. Canada’s insurance
regulators coordinate through the Canadian Council of Insurance Regulators (CCIR),
broadly analogous to the NAIC in the United States. At the federal level, the Office of
the Superintendent of Financial Institutions (OSFI) supervises federally regulated
insurers and pension plans; the Insurance Companies Act requires each federally
regulated insurer to have an Appointed Actuary. At the provincial level, insurance
and pension legislation imposes its own requirements. For example, provincial pen-
sion legislation governs the actuarial valuation of most registered pension plans, and
provincial insurance legislation may require actuarial involvement in certain func-
tions.

3.2.4.  Australia
The Actuaries Institute is the professional body, but actuarial work in certain contexts

is regulated by government agencies. The Australian Prudential Regulation Author-
ity (APRA) requires insurers to have an Appointed Actuary and sets the professional
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obligations of the role. APRA also imposes actuarial requirements for certain super-
annuation (pension) funds, particularly defined benefit funds.

3.2.5. European Union

EU member states have varying approaches to actuarial regulation, but EU directives
(particularly Solvency II for insurance regulation) establish common requirements
that affect actuarial practice across the union. Solvency II requires insurance com-
panies to have an “actuarial function,” effectively mandating actuarial involvement
in key areas. This is an entity-regulation regime operating at the supranational level:
The directive regulates the insurer, and the actuary’s obligations follow from the in-
surer’s compliance.

EU actuarial work is also shaped by generally applicable laws. The Court of Justice

of the European Union’s 2011 Test-Achats ruling struck down the exemption that had
allowed insurers to use gender in pricing, requiring unisex premiums and benefits
from December 2012 even where actuarial data showed gender to be predictive. The
General Data Protection Regulation governs the personal data that feeds actuarial
models. The EU Artificial Intelligence Act, adopted in 2024, classifies AI systems used
for risk assessment and pricing of individuals in life and health insurance as high
risk, subjecting them to additional governance requirements.

3.2.6. Brazil

Brazil illustrates direct regulation of actuaries, in which the state rather than the pro-
fession licenses entry to the actuarial profession itself. Before practicing, an actuary
must register with a government labor authority and present a recognized actuarial
science degree. Separately, the professional body, the Instituto Brasileiro de Atuaria
(IBA), supplies an examination-based designation that the financial regulators require
of the responsible actuary who signs regulated work. This mirrors the Appointed Ac-
tuary regimes in other jurisdictions, which likewise require a professional qualifica-
tion.

3.2.7.  Arequirement that spans jurisdictions

Not every requirement that reaches actuaries is jurisdiction-specific. Insurers report-
ing under International Financial Reporting Standards (IFRS) must measure their
insurance-contract liabilities under IFRS 17, which has been adopted across the Eu-
ropean Union and in the United Kingdom, Canada, Australia, and many other juris-
dictions. Even US actuaries may encounter it, where an employer belongs to a group
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that reports on that basis or files IFRS financial statements with the US Securities and
Exchange Commission.

Two things distinguish this requirement from the jurisdiction-specific requirements
described previously. It does not originate with a regulator: IFRS 17 is set by the In-
ternational Accounting Standards Board, a private international standard setter, and
it acquires legal force in a jurisdiction only because that jurisdiction has adopted or
endorsed it and company or securities law requires audited financial statements pre-
pared on that basis. And it does not displace the prudential requirements already in
place, the capital and reserving rules that exist to make sure the insurer can pay its
claims. An insurer subject to both measures the same liability twice, on a prudential
basis for its supervisor (Solvency II in the EU, for example) and on an IFRS 17 basis
for its financial statements. Different figures for the same obligation are not a contra-
diction; they answer different questions for different intended users, and the actuary
needs to be clear about the basis on which a given number rests.

3.3. The case for and against self-regulation

Understanding the strengths and limitations of self-regulation is valuable both for ac-
tuaries practicing within it and for jurisdictions considering whether to adopt a simi-
lar approach.

3.3.1.  Arguments supporting self-regulation

« Expertise. Actuaries themselves are best positioned to understand the techni-
cal complexities of actuarial work and to develop appropriate standards. Gov-
ernment regulators may lack the specialized knowledge necessary to evaluate
actuarial methodologies or to determine what constitutes competent practice.

+ Trackrecord. The actuarial profession has maintained a generally positive
reputation for competence and integrity. Major scandals directly attributable
to actuarial failures have been relatively rare compared with some other pro-
fessions. The notable failures that did occur, several involving insurer insol-
vencies, were themselves a spur to the formal standards and qualification re-
quirements the profession now maintains (see Section 1.3).

« Sanctions with real consequences. Although self-regulatory bodies lack the
state’s power to impose criminal penalties, their sanctions carry genuine force.
Suspension and expulsion bar a disciplined actuary from any work that re-
quires the credential or a formal qualification (issuing Statements of Actuarial
Opinion, for instance, or holding a reserved role), and public discipline at any
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3.3.2.
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level can carry significant market consequences, including loss of employer
trust, regulator scrutiny, and client unwillingness to engage. Self-regulation
can thus produce effective enforcement even without formal legal teeth (see
Chapter 7).

Flexibility. Self-regulatory bodies can generally adapt more quickly to changes
in practice than governmental agencies, which may be constrained by legisla-
tive or administrative procedures. As actuarial practice evolves (for example,
with the increasing use of predictive modeling and data analytics), the profes-
sion can develop standards addressing new issues without waiting for legisla-
tive action.

Efficiency. Self-regulation may be more cost-effective than governmental regu-
lation, as it draws on volunteer efforts by practicing actuaries and is funded by
professional membership dues rather than taxpayer resources.

Market incentives. Actuaries have strong incentives to maintain professional
standards because their value depends on the credibility of their credentials. If
actuarial opinions were perceived as unreliable, demand for actuarial services
would decline, harming all practitioners.

Professional autonomy. Self-regulation preserves the profession’s ability to
govern its own affairs, which may attract talented individuals who value pro-
fessional independence.

Complementary external accountability. Self-regulation rarely operates
alone. The most consequential actuarial work is also subject to governmen-

tal oversight, which reduces the need for broader government regulation of
the profession, and ongoing dialogue between the profession and regulators
(such as American Academy of Actuaries committee engagement with the
NAIC’s actuarial committees) both educates regulators and feeds back into self-
regulation. Actuaries also remain exposed to civil liability in the courts, whose
determinations rest outside the profession’s control. Because the profession is
therefore not the only check on actuarial conduct, these external mechanisms
temper the conflict-of-interest and limited-enforcement concerns discussed
next.

Arguments against self-regulation

Conflict-of-interest concerns. Critics argue that self-regulatory bodies may
be inclined to protect the interests of practitioners rather than the public. The
profession has an interest in maintaining the value of credentials and the de-
mand for actuarial services, which could potentially conflict with aggressive
enforcement of standards.
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« Limited enforcement powers. Professional bodies cannot impose criminal
penalties (only the state can), and their monetary authority is limited: Some
self-regulatory bodies can levy fines or recover investigation costs, but others,
including the US-based organizations, cannot. The more fundamental limit is
that where there is no governmental license to practice as an actuary, even sus-
pension or expulsion cannot prevent a disciplined individual from continuing
to perform actuarial work that requires no credential.

«  Public unawareness. Members of the public who rely on actuarial work may
not understand the self-regulatory system or how to file complaints. The pro-
fession’s disciplinary processes may be less visible and accessible than gov-
ernmental regulatory mechanisms, though the profession can improve access,
for instance by guiding regulators, who are among those most likely to identify
problems, on how to file complaints.

«  Capacity requirements. Self-regulation depends on having enough experi-
enced actuaries to develop standards, staff committees, and conduct disci-
plinary processes in an unbiased manner. In jurisdictions where the profes-
sion is still growing, this capacity may not yet exist, making governmental or
international oversight a practical necessity.

« Confidentiality constraints on enforcement. Self-regulatory enforcement de-
pends heavily on actuaries reporting apparent violations by their peers, yet
much actuarial work is subject to confidentiality. Codes of conduct may re-
quire actuaries to protect confidential client and employer information, and
an actuary’s duty to report misconduct may give way where reporting would
reveal such information. The Code of Professional Conduct of the US-based or-
ganizations, for example, makes a confidentiality exception to the reporting
obligation explicit (Section 5.3). Note that codes of conduct for some other ac-
tuarial organizations do not have this exception. Where the exception does ap-
ply, misconduct embedded in confidential engagements may never reach the
profession’s disciplinary bodies. Government regulators, by contrast, can often
compel disclosure through subpoena, examination, or audit powers that pro-
fessional organizations lack, and where actuarial work falls within a regulated
domain, statutory whistleblower protections can encourage insiders to come
forward despite confidentiality concerns or fear of retaliation.

The actuarial profession has taken steps to address some of these concerns. The in-
volvement of public members on certain boards, the transparency of the standard-
setting process through public exposure drafts, and the publication of disciplinary ac-
tions all serve to enhance accountability.
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Where self-regulation is the primary model, the arrangement is not guaranteed to
continue. If significant failures of actuarial professionalism were to occur, partic-
ularly failures with substantial public impact, the case for governmental oversight
would strengthen considerably. The accounting profession’s experience illustrates
the risk: Before the Enron and related scandals, auditing of public companies was
largely self-regulated through the American Institute of Certified Public Accountants.
In response to those failures, the US Congress passed the Sarbanes-Oxley Act of 2002,
creating the Public Company Accounting Oversight Board with authority to register
firms, set auditing standards for public-company audits, conduct inspections, and im-
pose discipline. The profession lost control over setting those standards, and audit
firms and their personnel became subject to PCAOB inspection and discipline.

Key takeaways

«  An actuary’s obligations come from two primary sources: the profession
(self-regulation) and government. Government acts through three channels:
direct regulation of actuaries (by licensing the profession itself or specific
roles), regulation of insurers and pension plans that flows through to actuar-
ies, and generally applicable laws. Obligations also arise from the actuary’s
relationship with the principal (client or employer).

« The balance between self-regulation and government regulation varies by
jurisdiction, as does the form the government’s involvement takes.

« Self-regulation offers advantages (expertise, flexibility, efficiency) but faces
criticisms (conflict of interest, lack of formal legal sanctions) and requires a
sufficient base of experienced actuaries to function effectively.

«  Self-regulation is a privilege that can be revoked. Every actuary’s conduct
contributes to the profession’s reputation and its ability to retain some de-
gree of self-regulation.

Common mistakes to avoid

+  Conflating direct government regulation of actuaries with government
regulation of the entities they serve. Using the US example: Enrolled Ac-
tuary status comes from an individual federal license; Appointed Actuary
status is a qualification gate within state insurance law.

« Treating self-regulation as permanent, or as someone else’s responsibil-
ity. It is a privilege that lasts only as long as the profession polices itself ef-
fectively, and every actuary’s conduct affects whether it survives.
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Resources

National Association of Insurance Commissioners (NAIC, US): naic.org

Joint Board for the Enrollment of Actuaries (US):
irs.gov/tax-professionals/enrolled-actuaries

Financial Reporting Council (FRC, UK): frc.org.uk
Australian Prudential Regulation Authority (APRA): apra.gov.au

Office of the Superintendent of Financial Institutions (OSFI, Canada): osfi-
bsif.gc.ca

Canadian Council of Insurance Regulators (CCIR): www.ccir-ccrra.org

International Actuarial Association (IAA): Position Paper on Whistle-blowing
Requirements (2009)

Morris Review of the Actuarial Profession (HM Treasury, 2005)
NAIC Model Bulletin: Use of Artificial Intelligence Systems by Insurers (2023)
Solvency II (Directive 2009/138/EC)

International Accounting Standards Board (IASB): IFRS 17, Insurance Con-
tracts

EU Artificial Intelligence Act (Regulation (EU) 2024/1689)
Court of Justice of the EU: Test-Achats (Case C-236/09, 2011)

Discussion questions

1.

Is self-regulation adequate to protect the public interest, or should actuaries
be subject to government licensing (and if so, broadly or only for specific
roles)?

Suppose a wave of insurer insolvencies were traced to actuarial profes-
sionalism failures under pressure from management, prompting calls for
more government oversight of actuaries. What could the profession have
done to prevent such failures, and how does each actuary’s conduct bear on
whether self-regulation survives?

How should the profession weigh the expertise advantages of self-regulation
against concerns about conflicts of interest?

If you observed a colleague engaging in conduct that violated professional
standards, what would you do, and what factors would you weigh? How
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might your decision affect the profession’s ability to self-regulate? (Chap-
ter 5 discusses how codes of conduct typically address reporting obliga-
tions; the question here is about the practical and personal challenges.)

5. Confidentiality agreements can limit the ability of actuarial organizations
to identify and respond to actuarial misconduct. How should the profession
try to overcome this challenge?

6. Some actuaries are licensed and regulated entirely by government, and so
fall outside the profession’s self-regulation. If such an actuary does poor or
unethical work, how might that damage the reputation of the profession as
a whole, even though no actuarial organization credentialed them or can
discipline them? What could the profession do about this?
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4. Qualification and Credentialing

Self-regulation is a privilege the profession keeps only by governing itself credibly
(Chapter 3), and qualification and credentialing are how it ensures the competence on
which credibility depends. As the first of the four pillars introduced in Chapter 1 (Fig-
ure 1.2), this pillar establishes who is competent enough to be entrusted with actuar-
ial work and with particular assignments. At its core are two questions: What must
someone know, and what must they have done, before others can safely rely on their
work?

Qualification and credentialing are related but distinct:

+ Credentialing is what an actuarial organization confers on a member who has
met its education and (for some organizations) experience requirements.®

« Qualification is what allows an actuary to take on a specific assignment: issu-
ing a Statement of Actuarial Opinion in the United States, holding a Practising
Certificate for a reserved role in the United Kingdom, serving as an Appointed
Actuary in Canada or Australia, or fulfilling whatever other competence re-
quirements a jurisdiction has established for the work in question.

The two overlap since a credential is usually a prerequisite for qualification, but they
are not the same. A newly credentialed actuary may not yet be qualified for any spe-
cific role or opinion, and a credentialed actuary qualified for one type of work is not
automatically qualified for another. They also differ in reach: A credential is con-
ferred by an actuarial organization and travels with its holder, whereas what it takes
to be qualified is defined by the jurisdiction the actuarial services are directed to.

This chapter examines how the profession credentials its members and how jurisdic-
tions establish what those members must do to be qualified for particular types of
work. The US system, which makes this distinction structurally explicit, serves as a
detailed example, but the underlying concepts are shared across the profession.

5 This book uses credential for a qualification earned by completing an organization’s own education and experience requirements. Not
every designation is a credential in this sense: Some are membership or recognition markers granted without such requirements, often
presupposing a credential earned elsewhere.
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4.1. Foundations

Before taking credentialing and qualification in turn, this section sets out what they
share. Formalizing each creates a common baseline: Everyone holding a given cre-
dential has met the same standard to earn it, and everyone qualified for a kind of
work has cleared the same qualification requirements, so those who rely on actuarial
work get a predictable level of competence whoever performs it.

Across jurisdictions, credentialing and qualification draw on three primary building
blocks. Each is introduced here in concept; the rest of the chapter develops them.

Three building blocks

« Basic education. The foundational knowledge of actuarial science and prac-
tice that every actuary must demonstrate

« Experience. Relevant, responsible work applying that knowledge under real
conditions

+ Continuing education. Ongoing learning that keeps an actuary current as
the field evolves

\

4.2. Credentialing

This section covers the education and experience requirements that lead to a creden-
tial, and what distinguishes an Associate from a Fellow.

4,2.1. Education

The International Actuarial Association’s (IAA’s) Education Syllabus specifies a com-
mon core of competencies that its Full Member Associations’ education programs
must cover. Of its six core subjects, five are technical (statistics, financial mathemat-
ics, data analysis, modeling, and risk management); the sixth, notably for the themes
of this book, is professional practice, which the IAA treats as essential for every actu-
ary and expects each member association to cover even when it relies on a university
or another source for the rest of the material. Actuarial organizations have flexibility
in how these competencies are covered, with several common pathways used:

« University-based education. An accredited university degree satisfies the ed-
ucation requirement, sometimes paired with a final qualifying assessment ad-
ministered by the actuarial body rather than a separate examination system.
This approach is common across much of continental Europe, including Spain
and France.
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« Professional examinations. The exams are usually set by the organization,
commonly combined with credit for university coursework, as with the Soci-
ety of Actuaries (SOA), the Casualty Actuarial Society (CAS), and the Institute
and Faculty of Actuaries (IFoA).

+ Recognition of a credential earned elsewhere. A body may grant a designa-
tion to actuaries who already hold a qualifying credential from another organi-
zation, as with the Singapore Actuarial Society. Mutual recognition agreements
between organizations work the same way, letting an actuary credentialed by
one obtain recognition from another without repeating the full process, which
eases international mobility while still requiring compliance with the local ju-
risdiction’s professional requirements.

Beyond examinations or coursework, most actuarial organizations also require can-
didates to complete formal professionalism education before earning their creden-
tials. The CAS, for example, requires completion of its Course on Professionalism (a
multiday course covering the Code of Professional Conduct, the Actuarial Standards
of Practice, the US Qualification Standards, and ethical decision-making) as a condi-
tion of the Associate (ACAS) credential. The SOA has a similar requirement, and the
IFoA embeds professional skills training into its qualification pathway. These require-
ments ensure that newly credentialed actuaries have a foundation in the professional-
ism framework before they begin practicing under it.

4.2.2. Experience

However a credential is structured, actuaries develop competence through super-
vised work before assuming full professional responsibility; what varies is whether
that experience is also a formal requirement, and where any such requirement at-
taches.

Unlike basic education, experience is not something the IAA requires of its Full Mem-
ber Associations, and many do not make it a condition of the credential. A few do:
The IFoA, for example, builds supervised practical experience into the credential
through its Personal and Professional Development requirement, under which candi-
dates cannot qualify as Associates or Fellows without demonstrating, under supervi-
sory assessment, that they can apply their knowledge in professional settings. Other
associations credential on education alone, including the CAS, which does not have
an experience requirement to earn the Associate (ACAS) or Fellow (FCAS) credentials.

That a credential carries no experience requirement does not mean experience plays
no formal role. Even where it is not a condition of the credential, experience can be a
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prerequisite to performing particular work: The US Qualification Standards (USQS),
for instance, require a period of relevant experience before an actuary may issue a
Statement of Actuarial Opinion. We take up qualification requirements in Section 4.3
and the USQS in detail in Section 4.4.

4.2.3.  Associate versus Fellow: What difference does Fellowship make?

The large exam-based organizations typically award their credential in two tiers: an
Associate designation, earned first, and a more advanced Fellow designation that re-
quires further examinations. The CAS, for example, confers the Associate (ACAS) and
Fellow (FCAS), the SOA the ASA and FSA, and the IFoA the AIA and FIA. For an actu-
ary weighing whether to continue past the Associate level, a natural question is what
the senior designation actually confers. Both tiers are full credentials; the differences,
where they exist, fall into a few categories, summarized in Table 4.1.

Table 4.1. What Fellowship adds beyond the Associate credential.

Dimension How the Fellow designation differs

Depth of Fellowship requires additional, more advanced examinations,

assessment demonstrating competence across a broader and deeper body of
material.

Access to Some roles are reserved for Fellows or are easier for them to qualify for.

high-stakes work  For example, the Canadian Appointed Actuary must be a Canadian
Institute of Actuaries (CIA) Fellow. In the United States, Fellowship can
shorten the qualification requirements for certain Statements of
Actuarial Opinion.

International Mutual recognition agreements usually operate at the Fellow level; only
mobility a few extend to Associates.

Governance Fellowship often carries fuller membership rights, such as voting and
within the eligibility for office. Under the CAS Bylaws, Fellows hold these rights in
organization full immediately. An Associate becomes a voting member only five

years after admission. Even then, an Associate votes only for the board
and officers, not on amendments to the bylaws. Those amendments
remain a vote of the Fellows alone, and the most senior offices are
reserved for Fellows as well.

Market and Fellows typically command higher compensation and prestige, and are

career factors often presumed more knowledgeable, aiding hiring and advancement
even where the credential is not formally required.

What does not Both are bound by the same code of conduct and disciplinary process,

differ and may perform the great majority of actuarial work, provided they

meet the applicable qualification requirements.
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4.3. Qualification

Consider a patient who needs back surgery. Would that patient feel comfortable
having the operation performed by a brain surgeon? Although brain surgeons are
undoubtedly smart enough to perform back surgery and may even be able to per-
form it without issues, most patients would prefer a surgeon with experience in back
surgery. The same concept applies to actuaries, whose education and experience
vary: A principal would likewise prefer an actuary whose background is aligned with
the work at hand.

Holding a credential is usually the starting point; qualification is what an actuary
must satisfy to take on particular work. This section examines what work triggers

a formal qualification requirement, how practice-area competence is handled, how
qualification is maintained over time, and how the framework copes with emerging
risks.

4.3.1. Types of work that require formal qualification

Codes of professional conduct typically require actuaries to perform work only when
qualified, but they state that obligation in broad terms, requiring competence without
defining precisely what competence means for any particular type of work. Qualifi-
cation frameworks replace that open-ended duty with specific, measurable require-
ments for certain types of work: which credentials an actuary must hold, how much
relevant experience is required, and what continuing education must be completed.
Where the profession sets such requirements, the code typically requires compliance
with them, making them enforceable through its disciplinary process; where a regu-
lator sets them, the regulator can enforce them directly as well, outside that process.
But not every jurisdiction has adopted formal qualification requirements for every
type of actuarial work, and where they have not, the code’s broad competence obli-
gation still governs: The actuary remains professionally responsible for undertaking
only work for which they are qualified, with that determination resting on the actu-
ary’s own honest judgment rather than on externally defined thresholds. In the Code
of Professional Conduct of US-based organizations, for instance, Precept 2 requires ac-
tuaries to perform services only when qualified “on the basis of basic and continuing
education and experience,” independent of any formal qualification requirement.

Although many jurisdictions impose some form of qualification requirement for actu-
arial work, the way they define the scope of that requirement varies considerably. The
paragraphs that follow describe the main approaches in turn.
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United States: Statements of Actuarial Opinion

In the United States, qualification standards apply to Statements of Actuarial Opin-
ion (SAOs), which are defined broadly as any opinion expressed by an actuary in the
course of performing actuarial services and intended to be relied upon by the person
or organization to which it is addressed. This definition encompasses far more than
regulatory filings: It covers essentially any actuarial communication that the actu-
ary intends to be relied upon, whether written or oral, formal or informal. The FAQs
on the USQS emphasize that breadth, noting that many actuarial communications fall
under the definition and recommending that practicing actuaries endeavor to meet
the qualification standards rather than seeking interpretations that support exemp-
tion. Defining the trigger this way means qualification in the United States turns on
the nature of the work product rather than on whether the actuary holds a specific
role. Within this work-product framework, the US system distinguishes between a
General Qualification Standard (requirements applicable to any SAO) and Specific Qual-
ification Standards that impose additional requirements for particular high-stakes
opinions, such as a National Association of Insurance Commissioners (NAIC) Annual
Statement opinion signed by a company’s Appointed Actuary. As the following discus-
sion shows, the designated-role requirements in other jurisdictions are broadly analo-
gous to these Specific Qualification Standards.

United Kingdom: Practising Certificates and reserved roles

The IFoA frames qualification requirements around designated roles rather than work
products. The reserved roles themselves, and the regulators that require them, are de-
scribed in Section 3.2.2; the qualification layer is the Practising Certificate. An actuary
cannot fill one of these roles without holding the corresponding IFoA Practising Cer-
tificate, which carries additional obligations beyond baseline membership require-
ments. The certificate attaches to the person filling the role, not to any particular doc-
ument they produce.

Canada and Australia: Appointed Actuary roles

Canada frames its most significant qualification requirements around designated
roles, most notably the statutory role of Appointed Actuary, which is reserved for a
Fellow of the CIA who meets specific experience requirements. Federal and provin-
cial pension statutes likewise require that certain pension valuations be prepared by
a Fellow of the CIA. Australia follows a similar designated-role model, with the Aus-
tralian Prudential Regulation Authority setting qualification requirements for the Ap-
pointed Actuary of a regulated insurer. The regulators that impose these roles are de-
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scribed in Sections 3.2.3 and 3.2.4; what matters here is that each layers an additional,
role-specific qualification requirement on top of the credential.

European Union: Solvency Il actuarial function

Solvency II requires insurers to establish an actuarial function, but it sets only a high-
level standard for who may perform it: knowledge of actuarial and financial mathe-
matics proportionate to the business, demonstrable relevant experience, and a “fit
and proper” assessment.® It stops short of requiring a formal actuarial credential,
leaving member states to decide whether one is needed: Some require a recognized
actuarial qualification, and others apply only that competence-and-propriety test.

The common thread

Despite these differences in framing, each jurisdiction layers an additional qualifica-
tion requirement on top of the credential for its highest-stakes work, ensuring that
the actuaries who perform it have demonstrated competence specific to that work.
Whether that layer is defined by work product (US Specific Qualification Standards),
designated role (Canadian Appointed Actuary), or Practising Certificate (UK reserved
roles), the principle is the same: Holding a credential alone is not sufficient for the
highest-stakes work. The United States is unusual in going a step further, applying a
formal General Qualification Standard to every SAO, where other jurisdictions tend to
leave everyday work to the credential and the code’s general competence obligation.

4.3.2. Practice areas and subject-matter specialization

Actuarial work spans diverse practice areas (e.g., property/casualty insurance, life
insurance, health insurance, pensions), and expertise in one area does not necessar-
ily translate to competence in another. Jurisdictions differ in how they handle the
relationship between credentials and practice-area competence. How far a jurisdic-
tion restricts practice by area depends in part on the size of its actuarial population:
Where actuaries are few, narrow restrictions could leave some work without any
qualified candidate, so some smaller jurisdictions favor a generalist model in which

a credentialed actuary may perform all types of actuarial work rather than restricting
practice to specialized subareas.

6 “Fitand proper” is a standard concept in UK, EU, and Commonwealth financial-services regulation that has no exact counterpart in US
terminology. A fit-and-proper assessment asks whether an individual is suitable to hold a regulated role, typically across two or three
dimensions: honesty, integrity, and reputation (is the person of good character?); competence and capability (do they have the knowledge
and experience the role demands?); and, in some regimes, financial soundness.
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The United States

The USQS require that actuaries meet particular education and/or experience require-
ments in an area of practice before issuing an SAO within that area. For specific types
of opinions covered by the Specific Qualification Standards, the threshold is higher
and the requirements are tailored to the particular SAO being issued. Section 4.4 dis-
cusses those requirements in detail.

The United Kingdom

For reserved roles, the IFoA’s Practising Certificates are themselves practice-area-
specific: A Scheme Actuary certificate is specific to pensions, a With-Profits Actuary
certificate to life insurance, and so on. An actuary cannot serve in a reserved role
without holding the corresponding certificate. Outside reserved roles, no certificate is
required, and practice-area competence is governed instead by the Actuaries’ Code’s
competence principle, which requires members to ensure they have an appropriate
level of relevant knowledge and skill for the work they undertake.

Canada

Practice-area requirements attach to reserved roles rather than to the credential: The
Appointed Actuary role is insurance-specific and carries its own experience require-
ment. Outside that role, the CIA’s Rules of Professional Conduct require actuaries to
work competently, as the Actuaries’ Code does in the United Kingdom.

4.3.3. Maintaining qualification: Continuing education and attestation

Qualification is not a one-time achievement. Many actuarial organizations require
members who are actively practicing to maintain competence through continuing
professional development and to periodically affirm that they have done so. The spe-
cific terminology varies: In the United States, the Qualification Standards and the CAS
use continuing education (CE), while the SOA uses continuing professional development
(CPD), the term also used in the United Kingdom and Canada. The underlying princi-
ple, however, is widely shared: The actuarial credential represents an ongoing com-
mitment to competence, not merely past achievement.

This expectation is becoming close to universal: In 2026 the IAA adopted a policy re-

quiring all Full Member Associations to maintain a continuing professional devel-
opment requirement for their credentialed members, enforced from January 1, 2030.

52 Casualty Actuarial Society Monograph Series | No. 17



Foundations of Actuarial Professionalism

The policy is deliberately flexible (an association may run its own scheme, accept an-
other’s, or rely on a regulator’s mandate), so the effect is a shared baseline rather than
a single global rule.

Continuing education requirements by jurisdiction

The specific structures of continuing education requirements differ considerably
across jurisdictions:

+ Canadian Institute of Actuaries. Members must complete 80 hours over a
rolling two-year period, including at least 30 hours of guided (organized) CPD
and a mandatory Professionalism Module every two years. Members may in-
stead be deemed compliant with the hours in certain cases (for example, stu-
dents, and nonresident members who do no Canadian work and meet another
association’s requirements), but the Professionalism Module remains manda-
tory in every case.

+ Institute and Faculty of Actuaries. Members must complete 15 hours of CPD
annually, including at least 2 hours of professional skills training. Practising
Certificate holders are subject to an additional 15 hours of role-related tech-
nical CPD. Members must also complete a reflective practice discussion each
year.

« Enrolled Actuaries. Enrolled Actuaries are subject to CE requirements, fo-
cused on pension-related topics, set by the Joint Board for the Enrollment of
Actuaries. These operate separately from the requirements of any actuarial or-
ganizations to which they belong.

It is worth noting that the US-based credentialing organizations, the CAS and the SOA,
maintain their own continuing education policies, but those largely work by requir-
ing a member to follow whichever recognized continuing education requirement ap-
plies, rather than by imposing a wholly separate requirement. The CAS Continuing
Education Policy applies to Associates and Fellows who provide actuarial services.
Rather than setting a requirement of its own, it has them meet the continuing edu-
cation portion of whichever recognized national standard applies to the work, such
as the USQS for services used in the United States (discussed in Section 4.4). A mem-
ber not covered by any of these standards chooses the one most relevant to their work
and meets it. The SOA’s CPD requirement is built on the same idea and recognizes a
similar set of standards. It also offers an alternative basic requirement of its own: a
set number of credits over a two-year cycle that a member may use instead.
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Annual attestation

Some actuarial organizations require credentialed members to submit annual attes-
tations or declarations confirming compliance with professional requirements. The
consequences of non-attestation vary but can affect an actuary’s ability to use their
credentials and practice. These consequences can arise even when the actuary has
substantively met all requirements but simply failed to complete the administrative
step of attesting. The attestation mechanism thus serves both as a compliance tool
and as a periodic prompt for actuaries to confirm that they remain qualified to do the
work they are doing.

Stepping away from practice and returning

Not every credentialed actuary is actively providing actuarial services at all times.
Some organizations allow members to maintain their credential in good standing
without meeting CE requirements by attesting that they are not currently provid-
ing actuarial services in any capacity, paid or volunteer. The CAS, for example, of-
fers this option. This preserves the membership, but it does not preserve qualifica-
tion. Returning to active practice after such a hiatus requires satisfying the applica-
ble CE requirements before resuming qualified work. The specifics (how much CE is
needed, over what period, and whether the returning actuary must make up missed
requirements or simply satisfy them going forward) depend on the jurisdiction and
the length of the gap. Actuaries contemplating a return to practice after an extended
absence should consult their organization’s current CE policies.

Actuaries holding multiple credentials

Some actuaries hold credentials from more than one actuarial organization, and thus
are subject to the CE requirements of each. An actuary who also holds a nonactuarial
designation, such as a legal or accounting qualification, will have that profession’s CE
obligations to meet as well. Some CE activities may count toward multiple organiza-
tions’ requirements simultaneously, but that should not be assumed. Actuaries in this
situation should understand the specific requirements of each organization and plan
their professional development accordingly.

4.3.4. Qualification and emerging risks
Qualification requirements are most straightforward when relevant experience ex-

ists to be gained: An actuary can spend years working in a practice area, learning its
patterns and pitfalls, before taking on work on which others rely. But the framework
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must also accommodate situations where an entirely new risk emerges and no one
has deep experience.

This is not a hypothetical question. Cyber liability, autonomous vehicle risk,
cannabis-related coverages, pandemic business interruption, and climate-based
catastrophe models have all presented situations where actuaries were asked to do
work in areas where traditional experience bases were thin or nonexistent. The
qualification framework must accommodate these realities without abandoning the
principle that experience matters.

The experience paradox

Qualification requirements typically require several years of relevant, responsible ex-
perience. When a new line of business or risk category emerges, this creates a circu-
lar problem: No one can qualify because no one has experience, and no one can gain
experience because the work does not yet have an established practice base. The pro-
fession navigates this tension in several ways.

Transferable expertise. Actuaries working with emerging risks rarely start from zero.
Cyber liability draws on techniques from professional liability and technology errors-
and-omissions coverages. Climate risk modeling extends catastrophe modeling meth-
ods that property/casualty actuaries have worked with over decades. Autonomous ve-
hicle risk builds on existing auto liability and product liability frameworks. The qual-
ification question becomes whether an actuary’s adjacent experience provides a suf-
ficient foundation, not whether the actuary has direct experience in a line of business
that barely existed a few years ago.

The role of professional judgment under codes of conduct. When formal qualification
requirements do not yet address an emerging area, the profession falls back on the
more general ethical obligation that actuaries perform work only when qualified by
education and experience. This is inherently more flexible than a formal qualification
framework, and more demanding of judgment. With no fixed experience threshold to
point to, the actuary faces what is sometimes called the “look in the mirror” test: They
have to look at themselves honestly and judge whether their education and transfer-
able experience form an adequate foundation for the specific work, and decline it if
they do not.

Continuing education as a bridge. CE requirements serve a particularly important func-
tion in emerging risk areas. As the profession develops expertise in new domains, CE
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programs allow actuaries to build knowledge even before substantial hands-on ex-
perience is available. An actuary who has completed rigorous CE in cyber risk mod-
eling, studied the emerging literature, and applied transferable skills from adjacent
practice areas may be better positioned to do competent work than an actuary with
years of experience in an unrelated line.

Appropriate humility and disclosure

Working in an area where the profession’s collective experience is limited requires
particular honesty about uncertainty: the uncertainty inherent in the emerging area
itself and any uncertainty arising from the actuary’s own limited experience with

it. In practice, that honesty tends to show up directly in the actuary’s communica-
tions, which acknowledge the limited data and experience base in the field, disclose
the actuary’s relevant background and the steps taken to address experience gaps,
explain the methods and analogies used, and clearly communicate the resulting un-
certainty. This transparency is not a weakness but a mark of responsible professional
practice, and it is what the profession’s codes require: Every code obliges actuaries to
act with honesty and integrity and to communicate their findings clearly enough that
users understand what the work does and does not support (Chapter 5). An actuary
who presents conclusions about a novel risk with the same confidence as conclusions
about a well-established line would be misleading users.

The framework adapts over time

As experience accumulates in new areas, the profession’s qualification framework
naturally adapts. CE programs expand to cover emerging topics. Actuaries gain direct
experience that satisfies traditional qualification requirements. Professional guid-
ance is developed. What begins as a novel risk with no established practice base even-
tually becomes an area with its own body of expertise, qualification expectations, and
professional standards. The profession’s history includes many risks that were once
novel (workers’ compensation, environmental liability, managed care) and are now
well-established practice areas with robust qualification frameworks.

Qualifying for an emerging risk

Priya is an FCAS with eight years of property/casualty experience, primarily in
personal auto and commercial liability. Her company is developing an insur-
ance product for flying cars, electric vertical takeoff and landing (eVTOL) vehi-
cles expected to enter commercial service, and asks her to develop the pricing
and reserving methodology for the new line.

56 Casualty Actuarial Society Monograph Series | No. 17



Foundations of Actuarial Professionalism

Analysis: Priya has no direct experience with flying car insurance, but neither
does anyone else, since the vehicles are only now entering service. Her auto lia-
bility and commercial liability background provides relevant transferable skills:
She understands bodily injury and property damage claims, liability coverage
structures, and reserving under uncertainty. However, flying cars present dis-
tinctive characteristics (three-dimensional collision dynamics, novel regulatory
frameworks, battery and software failure modes, infrastructure that does not yet
exist at scale) that her existing experience does not fully address.

How might Priya approach this? A sound response might combine several ele-
ments:

1. Investin targeted continuing education on eVTOL technology: indus-
try conferences, aviation safety research, and cross-disciplinary study of
aerospace engineering and air traffic management.

2.  Study available data from drone operations, helicopter insurance, and early
eVTOL test programs, understanding the limitations of such analogies.

3. Consult with underwriters, aviation safety experts, and vehicle manufac-
turers to understand the risks from multiple perspectives.

4. Betransparent in any communications about the limited experience base,
the analogies being used, and the resulting uncertainty.

5.  Assess honestly whether her combined experience and education are suffi-
cient, and seek peer review or cosigning arrangements if appropriate.

Priya’s path illustrates how qualification in emerging areas depends on transfer-
able expertise, targeted learning, intellectual honesty, and appropriate disclo-
sure, rather than waiting for experience that does not yet exist in the profession.

4.4, US Qualification Standards

This section uses the USQS as a detailed example of how a jurisdiction implements the
qualification concepts discussed in Section 4.3. The discussion reflects the USQS effec-
tive January 1, 2022, which remain current as of June 2026; because the Qualification
Standards are periodically revised, readers should consult the current version of the
Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United
States, published by the American Academy of Actuaries (Academy or AAA), for the of-
ficial and authoritative requirements.
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The USQS promulgated by the AAA apply to Statements of Actuarial Opinion, broadly
defined as “an opinion expressed by an actuary who is subject to the Code of Pro-
fessional Conduct by virtue of membership in a U.S.-based actuarial organization,
where such opinion is expressed in the course of performing Actuarial Services and
intended by that actuary to be relied upon by the person or organization to which

the opinion is addressed.” The standards are organized into a General Qualification
Standard (baseline education, experience, and CE requirements for all SAOs) and Spe-
cific Qualification Standards that impose additional requirements for particular high-
stakes opinion types, currently the three categories of NAIC Annual Statement opin-
ions: the NAIC Life, Accident & Health, and Fraternal Annual Statement; the NAIC
Property and Casualty Annual Statement; and the NAIC Health Annual Statement.

Expanding on the three building blocks described in Section 4.1, the US system adds
two further components: US-specific knowledge and subject area knowledge. An actu-
ary issuing an SAO must satisfy all five, under the General Standard and any applica-
ble Specific Standard. Table 4.2 summarizes how the two tiers compare.

Table 4.2. General versus Specific qualification requirements.

Component General Standard Specific Standards
Basic CAS or SOA credential (Associate or  Successful completion of relevant
education Fellow), Enrolled Actuary examinations on opinion-specific
designation, or Academy topics, or alternative basic
membership education
Experience Minimum 3 years of responsible 3+ years of responsible experience
actuarial experience relevant to the subject of the SAO,
under review by a qualified actuary
Continuing 30 hours of relevant CE per calendar 15 hours per calendar year directly
education year; at least 6 organized, relevant to opinion type; 6 hours
3 professionalism, 1 bias; max must be organized activities
3 general business
US-specific Knowledge of US law applicable to No additional requirements beyond
knowledge the SAO and of US actuarial General Standard

Subject area

practices and principles

Demonstrated through Fellowship

No additional requirements beyond

knowledge plus relevant education/experience, General Standard
or 3 years supervised experience in
the subject
Basic education

Like most qualification frameworks, the USQS begin with a credential requirement.
The US General Standard recognizes three pathways: (1) a Fellow or Associate des-
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ignation from the SOA or the CAS; (2) the Enrolled Actuary (EA) designation; or

(3) membership in the AAA through its approval process, a pathway most commonly
used by actuaries holding non-US credentials. The USQS emphasize that the require-
ment focuses on credentials earned rather than on continued membership: An actuary
who has obtained a credential has met the basic education requirement even if they
later discontinue membership in a particular organization.

The EA designation is treated specially because Enrolled Actuaries are qualified
through a separate federal regime, in which the Joint Board for the Enrollment of Ac-
tuaries independently sets their education, experience, and CE requirements (Sec-
tion 3.2.1). For pension SAOs under the Employee Retirement Income Security Act or
Treasury Circular 230, an EA is accordingly deemed to satisfy the entire General Stan-
dard; for other SAOs, an EA must meet the remaining components separately. The
same regime marks a limit on the USQS themselves, which by their own terms govern
only actuaries subject to the Code of Professional Conduct by virtue of membership in
a US-based organization: An EA who belongs to no such organization falls outside the
USQS entirely, with the Joint Board’s framework supplying the whole of their qualifi-
cation.

For Specific Standards, the basic education requirements go further: An actuary must
have completed relevant examinations on topics specific to the opinion type or satisfy
the requirement through alternative basic education documented by a signed state-
ment from a qualified actuary. In practice, the NAIC’s regulatory guidance illustrates
how these requirements translate into specific credential expectations. For exam-
ple, as of the 2025 NAIC Regulatory Guidance, an Appointed Actuary signing the NAIC
Property and Casualty Annual Statement opinion is expected to be one of the follow-
ing: an FCAS with credit for Exam 6, Regulation and Financial Reporting (US version);
an ACAS with credit for both Exam 6 (US) and Exam 7, Advanced Estimation of Claims
Liabilities; or an FSA whose basic education includes the SOA’s general-insurance
coursework, with its US-specific regulatory and financial-reporting components. Al-
ternatively, an actuary evaluated by the Academy’s Casualty Practice Council and de-
termined to be a Qualified Actuary may also serve.

Experience

The General Standard requires a minimum of three years of responsible actuarial ex-
perience, defined as work that requires knowledge and skill in solving actuarial prob-
lems. This requirement is framed broadly: It does not specify a particular practice
area. Specific Standards are more targeted: three years of responsible experience rele-
vant to the subject of the SAO, under review by a qualified actuary (neither standard re-
quires that this experience be recent).
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Because the US system separates credentialing from qualification, an actuary may
earn a credential before accumulating three years of experience. This is entirely nor-
mal: The actuary holds a credential but is not yet qualified to issue SAOs, and should
continue building experience rather than attempting to issue opinions prematurely.
A related question is what counts as “actuarial” experience in the first place. The
USQS define it as work requiring “knowledge and skill in solving actuarial problems,”
but the boundary between actuarial work and related technical work (data science,
financial modeling, risk analytics) is not always crisp. Actuaries in roles that blend
actuarial and nonactuarial responsibilities must exercise judgment about which por-
tions of their experience genuinely qualify.

Transition to ACAS: What changes?

Maria has worked as an actuarial analyst for two and a half years in the United
States at a regional insurance company. She recently passed her final ACAS ex-
amination, and the CAS has approved her membership application. Maria won-
ders exactly what changes with her new credential.

What changes immediately:

« Maria is now bound by the full Code of Professional Conduct in place of the
Candidate Code (Section 5.4). In practical terms, she must meet the US Qual-
ification Standards before issuing any Statement of Actuarial Opinion and
comply with the applicable Actuarial Standards of Practice. She also now
bears responsibility for compliance and is subject to the ABCD’s discipline
process (Section 7.4).

« She must begin tracking continuing education credits and will need to attest
annually to her compliance with professional requirements.

What does not change immediately:

«  Maria cannot yet independently issue SAOs in the United States. The USQS
require three years of experience, and Maria has only two and a half.

«  She should continue working under the direction of qualified actuaries who

review her work and issue any required SAOs in their own name.

Looking ahead: In approximately six months, Maria will likely meet the experi-
ence requirement under the USQS and would be able to issue SAOs at that time,
assuming she also meets the General Standard’s other requirements, including
CE.
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Continuing education

The CE requirement ensures that actuaries remain current in an evolving field. The
General Standard requires 30 hours of relevant CE each calendar year (where an
“hour” is defined as 50 minutes, and fractions of an hour may be counted). The USQS
treat CE as “relevant” if it broadens or deepens the actuary’s understanding of the
work they do, exposes them to new or evolving techniques for addressing actuarial is-
sues, expands their knowledge of related disciplines that bear directly on their work,
or facilitates their entry into a new area of practice. Relevance is not confined to nar-
row technical topics within the actuary’s own specialty (it expressly includes profes-
sionalism, bias, and general business skill content), and the actuary is responsible for
making a reasonable, good-faith determination of what will genuinely enhance their
ability to practice. Within this total, at least six hours must come from “organized ac-
tivities” (conferences, seminars, webcasts, courses, or committee work involving in-
teraction with outside professionals); at least three hours must address professional-
ism topics (the Code of Professional Conduct, the Actuarial Standards of Practice, and
related professionalism guidance); at least one hour must address bias topics (identi-
fying biases in data, assumptions, algorithms, and models); and no more than three
hours may be on general business skill topics. The remaining hours may come from
organized activities or “other activities” such as reading actuarial literature, writing
professional papers, or listening to recordings of seminars. The 30-hour requirement
is typically met in the calendar year preceding the year in which the actuary issues
an SAOQ; if a shortfall exists, it can be made up before issuing any SAO that year, but
make-up hours cannot double-count for the current year. Conversely, hours com-
pleted beyond the 30-hour minimum in a given year may be carried forward to the
following year (one year only), subject to the US Qualification Standards’ category-
specific limits. Specific Standards impose their own CE requirement: 15 hours per
calendar year directly relevant to the opinion type, of which 6 must be organized ac-
tivities. These hours may also count toward the General Standard’s 30-hour total.

US-specific knowledge

The USQS formally require that actuaries be knowledgeable about (1) the US law ap-
plicable to the SAO and (2) US actuarial practices and principles. “Law” is defined
broadly to include statutes, regulations, judicial decisions, and other legally binding
authority. The expectation that actuaries understand the legal and professional con-
text in which they work is not unique to the United States (most jurisdictions address
this through codes of conduct that require compliance with applicable law), but the
US system is distinctive in elevating it to an explicit component of the qualification
framework rather than relying solely on conduct obligations.
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Subject area knowledge

The General Standard requires that an actuary demonstrate knowledge specific to the
area of practice in which they are issuing an SAO. This can be satisfied through one of
two pathways: (1) Fellowship in the CAS or the SOA (or the highest non-US designa-
tion) plus either relevant education or one year of supervised experience in the sub-
ject; or (2) three years of supervised experience in the particular subject under a qual-
ified actuary.

An important question is how granular the “subject area” requirement is. The USQS
identify four areas of actuarial practice (casualty, health, life, and pension) but also
refer to “particular subjects within an area of actuarial practice,” suggesting that spe-
cialization may be required at a finer level than the broad practice area. This question
is especially pointed in casualty practice, which covers a broad range of insurance
types. A single practice area spans everything from personal auto and homeowners
to workers’ compensation, medical malpractice, and property catastrophe, and on to
more specialized lines such as cyber liability, product warranty, pet insurance, and
film production coverage. An actuary with deep experience in workers’ compensa-
tion reserving might question whether that experience qualifies them to issue a pric-
ing opinion on the same line, or to issue a reserve opinion on medical malpractice,
even though all three activities fall within the casualty practice area. The USQS do not
draw bright lines at this level; instead, the actuary must exercise professional judg-
ment about whether their education and experience are sufficient for the specific
work. This contrasts with jurisdictions such as the United Kingdom, where the IFoA
does not impose a formal subject area knowledge requirement within its qualifica-
tion framework, relying instead on the Actuaries’ Code’s general competence obliga-
tion, which requires actuaries to ensure they have appropriate relevant knowledge
and skill for the work they undertake.

Key takeaways

+ Credentialing and qualification are built using three primary building
blocks: basic education, experience, and continuing education.

« Jurisdictions frame qualification requirements differently: The United States
defines them by work product (Statements of Actuarial Opinion), while the
United Kingdom, Canada, and Australia define them by designated roles or
Practising Certificates.

« Practice-area competence is expected everywhere, but jurisdictions vary in
how formally they require it, from the US subject area knowledge require-
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ment to the UK and Canadian reliance on their codes’ general competence
requirement.

Annual attestation of compliance with professional requirements is re-
quired by some actuarial organizations, and actuaries holding multiple cre-
dentials must satisfy each organization’s requirements.

Qualification frameworks can accommodate emerging risks through trans-
ferable expertise, targeted continuing education, and professional judgment,
with suitable disclosure.

Common mistakes to avoid

Assuming credentials equal qualification. Holding a credential may be nec-
essary but is not sufficient: An FCAS without relevant experience cannot
issue an SAQ, and an FIA without a Practising Certificate cannot serve as a
Scheme Actuary.

Ignoring continuing education requirements. Qualification is not perma-
nent. Where CE or CPD requirements apply, you must maintain compliance
to remain qualified.

Underestimating practice-area boundaries. Although some qualification
frameworks allow alternative pathways such as additional education in lieu
of direct experience, actuaries should not assume that expertise in one area
transfers automatically to another. Qualification requirements exist pre-
cisely because practice areas involve distinct knowledge and judgment.

Overlooking attestation deadlines. Failing to complete the administrative
step of attesting can affect your ability to use your credentials and practice,
even when you have substantively met all the underlying requirements.

Reading “SAO” too narrowly. In the United States, a Statement of Actuarial
Opinion is not only the formal NAIC Annual Statement opinion but essen-
tially any actuarial opinion intended to be relied upon, all subject to the Gen-
eral Qualification Standard.

Resources

American Academy of Actuaries (AAA): Qualification Standards for Actuaries
Issuing Statements of Actuarial Opinion in the United States
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+ National Association of Insurance Commissioners (NAIC, US): Regulatory
Guidance on Property and Casualty Statutory Statements of Actuarial Opinion
(2025)

«  Casualty Actuarial Society (CAS): Continuing Education Policy and Constitution
and Bylaws

«  Society of Actuaries (SOA): Continuing Professional Development Requirement

« International Actuarial Association (IAA): Education Syllabus and Education
Guidelines (2025)

Discussion questions

1. What are the advantages and disadvantages of framing qualification re-
quirements around work products versus designated roles?

2. Your company asks you to develop the pricing methodology for a new
line of business where no one in the profession has deep experience. How
would you assess whether you are qualified to do this work, and what steps
would you take to build competence?

3. Why do you think the US system separates credentialing from qualification
(allowing actuaries to earn credentials before accumulating sufficient expe-
rience to issue opinions), while the UK system embeds practical experience
into the credentialing process itself? What are the implications of each ap-
proach?

4. Some actuarial organizations confer two credential tiers (Associate and Fel-
low). Should the CAS and similar bodies continue to offer both an Associate
and a Fellow designation, or move to a single Fellow credential? Weigh the
advantages and disadvantages for candidates, employers, the public, and
the profession.
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5. Codes of Conduct

A code of conduct establishes the ethical and professional obligations that members
of a profession agree to uphold. It is the second of the four pillars: Where qualifi-
cation and credentialing establish the competence a member must have, the code
sets out what is ethically expected of them, and the standards of practice and disci-
plinary mechanisms covered in Chapters 6 and 7 derive much of their authority from
the code’s foundational ethical commitments. This chapter begins by examining the
general purposes that codes of conduct serve within the actuarial profession and the
common principles that the International Actuarial Association (IAA) requires the
codes of its Full Member Associations to embody. It then provides a detailed look at
the Code of Professional Conduct adopted by the five US-based actuarial organizations
and the Casualty Actuarial Society (CAS) Code of Professional Ethics for Candidates,
as illustrative examples. The chapter concludes with a brief survey of codes of con-
duct used by actuarial organizations in other countries.

5.1. Purpose of codes of conduct

Codes of conduct serve multiple purposes within a profession. At the most fundamen-
tal level, they articulate the values and principles that define professional behavior,
providing guidance to practitioners about what is expected of them. Beyond this edu-
cational function, codes serve several additional purposes:

«  Public protection. Codes establish minimum standards of conduct designed to
protect clients, employers, and the public from incompetent or unethical prac-
tice. By requiring honesty, competence, and appropriate disclosure, codes help
ensure that those who rely on professional work can do so with confidence.

«  Professional identity. Codes help define what it means to be a member of the
profession. By articulating shared values, such as integrity, objectivity, and
service to the public, codes contribute to a sense of professional identity that
transcends individual employment relationships.

+  Guidance for difficult situations. Practitioners inevitably encounter situa-
tions where the right course of action is not immediately clear. Codes provide a
framework for analyzing ethical dilemmas and reaching appropriate decisions.
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« Basis for discipline. Codes establish the standards against which professional
conduct is judged in disciplinary proceedings. Without clear articulation of ex-
pected behavior, discipline would be arbitrary and unpredictable.

+  Support for self-regulation. The existence of a meaningful code of conduct, ef-
fectively enforced, demonstrates that the profession takes its responsibilities
seriously. This supports the case for self-regulation by showing that the profes-
sion can police itself.

5.2. The IAA’s common principles for member codes

The IAA does not impose a code of conduct directly on individual actuaries. Instead,
it requires each of its Full Member Associations to maintain a code of professional
conduct as a condition of membership, and that code must be consistent with 11 prin-
ciples set out in IAA Internal Regulation 2.2.2(a). An association’s code may word
them differently and add to them, but it may not lower the obligations they impose.

The 11 common principles

In plain language, the principles are as follows:

- Integrity, skill, and care. Performing professional services honestly, with
skill and due care, and fulfilling the actuary’s responsibility to the client or
employer

+ Responsibility to the public. Fulfilling the profession’s responsibility to the
public and upholding the reputation of the profession, including by not en-
gaging in false or misleading advertising or solicitation

« Cooperation and confidentiality. Cooperating with others serving the same
principal and protecting confidential information acquired through the work

« Competence. Performing services only when competent and appropriately
experienced to do so

« Conformity with practice standards. Ensuring the work satisfies applicable
standards of practice

+  Communication of findings. Taking responsibility for communicated find-
ings and indicating the extent to which supplementary information on
scope, methods, and data is available

« Identification of client and capacity. Identifying the principal for whom
findings are made and the capacity in which the actuary serves
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+  Management of conflicts of interest. Declining work that involves an ac-
tual or potential conflict unless the actuary can act fairly and the conflict has
been disclosed

+ Consultation with a prior actuary. When taking over work from another ac-
tuary, considering whether consultation with the predecessor is appropriate

« Disclosure of material compensation. Disclosing to the principal any ma-
terial compensation the actuary receives from other parties in connection
with a service performed for that principal

« Accountability to disciplinary procedures. Remaining subject to the disci-
plinary procedures prescribed in the rules of the actuary’s association, in-
cluding the right of appeal

5.3. The Code of Professional Conduct of the US-based organizations

The Code of Professional Conduct is the unified code of ethics applicable to members
of all five US-based actuarial organizations: the American Academy of Actuaries, the
American Society of Enrolled Actuaries, the CAS, the Conference of Consulting Actu-
aries, and the Society of Actuaries (SOA). The current version of the Code was adopted
effective January 1, 2001, replacing the separate codes that had previously existed for
different organizations.

The adoption of a single, unified Code represented a significant step in the profes-
sion’s approach to ethics. Before then, an actuary who was a member of more than
one organization was bound by all of their codes at once, and those codes did not al-
ways impose identical requirements. The unified Code eliminated this complexity for
the US organizations and established consistent expectations across the profession.
This issue still exists for actuaries who are members of organizations in more than
one country, and it is discussed in Section 5.6.

5.3.1. Relationship to law

The Code recognizes that legal requirements take precedence when they conflict with
the Code’s provisions. Several precepts explicitly carve out exceptions for situations
where compliance with the Code would be contrary to law. For example, an actuary
may be required by law to disclose information that would otherwise be considered
confidential under Precept 9. When such conflicts arise, the actuary must comply
with applicable legal requirements.
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5.3.2. Geographic applicability

The Code applies to members of the adopting organizations as a condition of member-
ship, regardless of where they are located or where their services are rendered. A CAS
member practicing entirely outside the United States remains bound by the Code,
even if the work has no US connection. However, such an actuary may also be subject
to local laws and regulations governing actuarial work in the jurisdiction where they
are practicing, and if the actuary is also a member of a local actuarial organization,
that organization’s code applies as well.

5.3.3. Precepts and annotations

The Code is structured around 14 precepts, each of which establishes a fundamental
principle of professional conduct. The precepts are binding requirements; violation
of a precept may result in disciplinary action.

Each precept may be accompanied by one or more annotations. The annotations pro-
vide additional guidance on interpreting and applying the precept.

The Code also includes definitions of key terms, such as actuarial services, principal,
and actuarial communication. Understanding such definitions is essential to under-
standing when and how the Code applies.

It is worth noting that the 14 precepts are organized thematically, with some topics
spanning multiple precepts. Specifically, Precepts 4, 5, and 6 all address communica-
tions and disclosures, while Precepts 13 and 14 both address violations of the Code.

The following sections present the text of each precept and relate it to the IAA princi-
ples introduced in Section 5.2, illustrating how those baseline principles can be im-
plemented as specific, enforceable requirements. Actuaries should consult the full
text of the Code, including its annotations and definitions, for the official require-
ments.

Precept 1: Professional Integrity

An Actuary shall act honestly, with integrity and competence, and in a manner to ful-
fill the profession’s responsibility to the public and to uphold the reputation of the actu-
arial profession.
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Precept 1 implements two IAA principles: integrity, skill, and care and responsibility to
the public. It establishes the foundational expectation that actuaries will act honestly
and competently in all their professional dealings. The closing phrase carries two dis-
tinct obligations. The first, fulfilling the profession’s responsibility to the public, re-
flects the social contract introduced in Chapter 1: The actuary is not merely a hired
advocate, and where the public interest comes into tension with the actuary’s own
self-interest or a client’s interest, the public interest may take precedence. The sec-
ond, upholding the reputation of the actuarial profession, recognizes that the profes-
sion’s standing is a shared asset on which every member depends and which makes
self-regulation possible. Because reputation can be damaged by conduct of any kind,
this obligation reaches beyond the workplace. Precept 1 is therefore not limited to
conduct in the course of performing actuarial services: Conduct entirely unrelated to
actuarial work, such as committing a crime, has been found to constitute a violation
as it may cause damage to the actuarial profession.

Precept 2: Qualification Standards

An Actuary shall perform Actuarial Services only when the Actuary is qualified to do so
on the basis of basic and continuing education and experience, and only when the Ac-
tuary satisfies applicable qualification standards.

Precept 2 implements the IAA principle of competence. It requires both that the actu-
ary possess the necessary education and experience for the specific work undertaken
and that the actuary satisfy any applicable formal qualification requirements (dis-
cussed in Chapter 4) for the jurisdictions in which they render actuarial services.

Precept 3: Standards of Practice

An Actuary shall ensure that Actuarial Services performed by or under the direction of
the Actuary satisfy applicable standards of practice.

Precept 3 implements the IAA principle of conformity with practice standards. By mak-
ing compliance with the actuarial standards of practice (discussed in Chapter 6) that
apply in the jurisdictions for which the actuary renders actuarial services a require-
ment of the Code, Precept 3 bridges the profession’s ethical obligations and its tech-
nical standards: A violation of promulgated actuarial standards of practice can also
constitute a Code violation. This requirement also benefits those who rely on actuar-
ial work: Because actuaries performing the same service draw on a common body of
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standards, a principal can expect comparable services to follow a consistent, recog-
nized approach rather than varying with each practitioner’s individual preferences.
The precept extends to work performed under the actuary’s direction, reinforcing
their responsibility for supervised work. The annotations to Precept 3 preserve a role
for professional judgment: Where the applicability of a standard is unclear, the actu-
ary must exercise judgment in determining it, and where no applicable standard ex-
ists, they may rely on professional judgment.

Precepts 4, 5, and 6: Communications and Disclosure

Precepts 4, 5, and 6 collectively implement the IAA principles of communication of find-
ings and identification of client and capacity. Precept 6 also implements disclosure of ma-
terial compensation, requiring disclosure of compensation arrangements that could
create the appearance of bias.

Precept 4 establishes a general standard for actuarial communications:

An Actuary who issues an Actuarial Communication shall take appropriate steps to en-
sure that the Actuarial Communication is clear and appropriate to the circumstances
and its intended audience, and satisfies applicable standards of practice.

Precept 5 addresses identification and capacity:

An Actuary who issues an Actuarial Communication shall, as appropriate, identify the
Principal(s) for whom the Actuarial Communication is issued and describe the capacity
in which the Actuary serves.

Precept 6 addresses disclosure of compensation:

An Actuary shall make appropriate and timely disclosure to a present or prospective
Principal of the sources of all direct and indirect material compensation that the Actu-
ary or the Actuary’s firm has received, or may receive, from another party in relation to
an assignment for which the Actuary has provided, or will provide, Actuarial Services
for that Principal. The disclosure of sources of material compensation that the Actu-
ary’s firm has received, or may receive, is limited to those sources known to, or reason-
ably ascertainable by, the Actuary.
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Precept 7: Conflict of Interest

An Actuary shall not knowingly perform Actuarial Services involving an actual or po-
tential conflict of interest unless:
(a)  the Actuary’s ability to act fairly is unimpaired;

(b)  there has been disclosure of the conflict to all present and known prospective
Principals whose interests would be affected by the conflict; and

(c)  all such Principals have expressly agreed to the performance of the Actuarial
Services by the Actuary.

Precept 7 implements the IAA principle of management of conflicts of interest. Rather
than prohibiting all conflicts of interest, the Code permits an actuary to proceed when
certain impartiality and disclosure requirements are met and agreed upon.

Precept 8: Control of Work Product

An Actuary who performs Actuarial Services shall take reasonable steps to ensure that
such services are not used to mislead other parties.

Precept 8 has no direct counterpart among the IAA’s 11 principles; it is one of the
points at which the Code reaches beyond the international baseline. Its annotations
frame the concern as guarding against the “misquotation, misinterpretation, or other
misuse” of the actuary’s communication by others and direct the actuary, where ap-
propriate, to place limitations on how the work may be distributed and used. The
duty is one of reasonable steps, not a guarantee against every possible misuse.

Precept 9: Confidentiality

An Actuary shall not disclose to another party any Confidential Information unless au-
thorized to do so by the Principal or required to do so by Law.

Precept 9 implements the confidentiality element of the IAA principle of cooperation
and confidentiality.
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Precept 10: Courtesy and Cooperation

An Actuary shall perform Actuarial Services with courtesy and professional respect and
shall cooperate with others in the Principal’s interest.

Precept 10 implements the cooperation element of that same IAA principle, and its
emphasis on courtesy and professional respect goes somewhat beyond the IAA’s text.
It requires actuaries to treat colleagues with respect and to work collaboratively in the
principal’s interest, recognizing that professional courtesy ultimately serves clients
and the public. This is particularly relevant when actuaries hold differing profes-
sional opinions, as disagreements should be addressed constructively.

Precept 11: Advertising

An Actuary shall not engage in any advertising or business solicitation activities with
respect to Actuarial Services that the Actuary knows or should know are false or mis-
leading.

Precept 11 implements the responsibility to the public principle, which forbids false or
misleading advertising or solicitation.

Precept 12: Titles and Designations

An Actuary shall make use of membership titles and designations of a Recognized Actu-
arial Organization only in a manner that conforms to the practices authorized by that
organization.

Precept 12 has no dedicated IAA counterpart; it extends the spirit of responsibility to
the public to the use of titles and designations, another respect in which the Code is
more specific than the IAA baseline. It covers both membership titles (organizational
roles such as CAS Vice President, Admissions) and designations (credentials such as
Fellow of the CAS (FCAS) or Associate of the SOA (ASA)), requiring that each be used
only as authorized by the granting organization.

Precepts 13 and 14: Violations of the Code of Professional Conduct

Precepts 13 and 14 together implement the IAA principle of accountability to disci-
plinary procedures. The main “counseling and discipline body” referenced in these pre-
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cepts is the Actuarial Board for Counseling and Discipline (ABCD). Precept 13’s report-
ing obligation can feel uncomfortable, but self-regulation depends on it: Actuaries are
better positioned than those outside the profession to recognize when standards have
not been met, and unchecked misconduct by even a few individuals can undermine
public trust in the profession as a whole.

Precept 13 addresses an actuary’s obligation when they observe apparent violations:

An Actuary with knowledge of an apparent, unresolved, material violation of the Code
by another Actuary should consider discussing the situation with the other Actuary
and attempt to resolve the apparent violation. If such discussion is not attempted or

is not successful, the Actuary shall disclose such violation to the appropriate counseling
and discipline body of the profession, except where the disclosure would be contrary to
Law or would divulge Confidential Information.

The confidentiality exception built into this reporting duty is notable: Because much
actuarial work is confidential, it can meaningfully limit the duty’s reach, which is why
it appears among the constraints on self-regulatory enforcement discussed in Sec-
tion 3.3.

Precept 14 addresses cooperation with disciplinary processes:

An Actuary shall respond promptly, truthfully, and fully to any request for informa-
tion by, and cooperate fully with, an appropriate counseling and disciplinary body of
the profession in connection with any disciplinary, counseling, or other proceeding of
such body relating to the Code. The Actuary’s responsibility to respond shall be subject
to applicable restrictions on Confidential Information and those imposed by Law.

5.4. CAS Code of Professional Ethics for Candidates

While the Code of Professional Conduct applies to credentialed actuaries, the Casualty
Actuarial Society has also established a Code of Professional Ethics for Candidates
(Candidate Code), effective January 1, 2008.” This code applies to individuals who
have not yet earned the Associate of the Casualty Actuarial Society (ACAS) or FCAS
credential; candidates agree to abide by it when they register for CAS examinations.

The existence of a separate code for candidates reflects the recognition that profes-
sionalism obligations begin before an individual earns their credential. Those pursu-

7 Unlike the Code of Professional Conduct, which is identical across all five US-based organizations, candidate codes are maintained sepa-
rately by each organization and are not uniform.
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ing actuarial credentials may already be performing actuarial work and are represent-
ing themselves as future credentialed members of the profession. It is appropriate
that they be held to ethical standards, even if those standards differ in some respects
from those applicable to credentialed actuaries.

5.4.1. The seven rules

The CAS Candidate Code consists of seven rules.

Rule 1: Integrity and competence

An actuarial candidate shall act honestly, with integrity and competence, to uphold the
reputation of the actuarial profession.

This rule parallels Precept 1 of the Code of Professional Conduct. It establishes the
foundational expectation that candidates will conduct themselves with honesty and
integrity, even before they have earned their credentials.

Rule 2: Professional conduct

An actuarial candidate shall not engage in any professional conduct involving dishon-
esty, fraud, deceit, or misrepresentation or commit any act that reflects adversely on the
actuarial profession.

Rule 2 parallels Annotation 1-4 of Precept 1, making explicit that candidates must
avoid dishonest conduct and behavior that would reflect poorly on the profession.

Rule 3: Professional respect

An actuarial candidate shall perform actuarial services with courtesy and professional
respect and shall cooperate with others in the principal’s interest.

This rule parallels Precept 10 of the Code of Professional Conduct, requiring candi-
dates to interact professionally with colleagues and to prioritize their principal’s in-
terests.
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Rule 4: Examination discipline

An actuarial candidate shall adhere to the CAS Policy on Examination Discipline.

Rule 4 is unique to the Candidate Code and addresses the examination context. The
examination system is central to the credentialing process, and maintaining the in-
tegrity of examinations is essential to the value of actuarial credentials. The CAS Pol-
icy on Examination Discipline addresses matters such as cheating, unauthorized ma-
terials, and other examination misconduct. Violations of examination rules can result
in sanctions including invalidation of exam results and suspension from future exam-
inations.

Rule 5: Membership designations

Actuarial candidates are not authorized to use membership designations of the CAS un-
til they are admitted to membership by the CAS Executive Council.

This rule parallels Precept 12 of the Code of Professional Conduct, applied to the can-
didate context: It prevents candidates from claiming credentials they have not yet
earned.

Rule 6: Confidentiality

An actuarial candidate shall not disclose to another party any confidential informa-
tion unless authorized to do so by the principal or required to do so by law, statute, or
regulation. Confidential information includes information of a proprietary nature and
information that is legally restricted from circulation.

This rule parallels Precept 9 of the Code of Professional Conduct, requiring candidates
to protect confidential information obtained in the course of their work.
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Rule 7: Cooperation with the CAS

An actuarial candidate shall respond promptly, truthfully, and fully to any request
for information by, and cooperate fully with, appropriate counseling and disciplinary
body of the CAS in connection with any disciplinary, counseling or other proceeding of
such body relating to the Candidate Code. The actuarial candidate’s responsibility to
respond shall be subject to applicable restrictions listed in Rule 6 and those imposed by
law, statute, or regulation.

This rule parallels Precept 14, requiring candidates to cooperate with CAS disci-
plinary processes. Because candidates are not yet members of the CAS, they are not
subject to the ABCD’s jurisdiction (unless they already hold membership in one of the
other US-based actuarial organizations), so violations of the Candidate Code are disci-
plined by the CAS directly.

5.4.2. Comparison: Candidate Code versus Code of Professional Conduct

The Candidate Code is considerably shorter and simpler than the full Code of Pro-
fessional Conduct. Candidates typically work under supervision and do not have the
same level of independent responsibility as credentialed actuaries. They generally
are not qualified to sign actuarial opinions and generally do not take primary respon-
sibility for actuarial communications. As a result, some of the requirements that ap-
pear in the Code of Professional Conduct are less directly applicable to candidates.

Despite these differences, the core ethical principles are consistent between the two
codes. Both emphasize honesty, integrity, confidentiality, professional respect, and
cooperation with disciplinary processes. The Candidate Code can be understood as
establishing the ethical foundation that will expand into the fuller set of obligations
under the Code of Professional Conduct once the candidate earns their credential.

5.5. Codes of conduct around the world

Actuarial organizations around the world maintain their own codes of conduct. Be-
cause the IAA requires its Full Member Associations’ codes to reflect the common
principles discussed in Section 5.2, these codes share much in substance even as they
differ in structure, numbering, and wording. The following examples also share a
structural feature that sets them apart from the CAS approach: In each of the organi-
zations listed, students are themselves noncredentialed members, so the same code
that binds credentialed members applies to them as well. The CAS, by contrast, has
no student members.
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5.5.1. Institute and Faculty of Actuaries

The IFoA’s Actuaries’ Code applies everywhere its members practice and, like the
Code of Professional Conduct, extends to nonactuarial conduct that could reasonably
be considered to reflect upon the profession. The IFoA Code is principles-based, or-
ganized around six principles (integrity, competence and care, impartiality, compli-
ance, speaking up, and communication), each accompanied by amplifications that
clarify specific requirements. The IFoA Code distinguishes between “must” (manda-
tory) and “should” (a presumption of compliance, with recognized room for justified
departure).

Five of the six IFoA principles have clear counterparts among the IAA’s 11 common
principles. The sixth, speaking up, is distinctive. It provides that members should
speak up if they believe or have reasonable cause to believe that a course of action is
unethical or unlawful, and should challenge others’ noncompliance with legal, regu-
latory, and professional requirements. They must report to the IFOA any matter that
appears to constitute misconduct by another member. This principle is broader in
some respects than Precept 13 of the Code of Professional Conduct, which is limited
to apparent violations of the Code itself: The IFoA’s speaking up principle also encom-
passes unethical or unlawful conduct more generally and even encourages members
to speak up when others are being treated unfairly or excluded unreasonably.

5.5.2.  Actuaries Institute (Australia)

The Actuaries Institute’s Code of Conduct, effective in its current form from July 2025,
is principles-based and closely modeled on the IFoA’s Actuaries’ Code. It is organized
around the same six principles, each with numbered amplifications: integrity, com-
pliance, competence and care, objectivity (corresponding to the IFoA’s “impartiality”),
speaking up, and communication.

5.5.3. Canadian Institute of Actuaries

The CIA’s Rules of Professional Conduct are structured similarly to the Code of Profes-
sional Conduct, with numbered rules accompanied by annotations that provide inter-
pretive guidance. The substantive coverage is also closely parallel, addressing profes-
sional integrity, qualification standards, standards of practice, disclosure of compen-
sation, conflicts of interest, control of work product, confidentiality, courtesy and co-
operation, advertising, titles and designations, and reporting of violations. Although
the CIA Rules and the Code of Professional Conduct are closely aligned, they are not
identical. Differences exist in areas such as the scope of the control-of-work-product
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obligation, the treatment of successor actuary consultations, and the procedures for
reporting violations. Because many actuaries, particularly Canadian actuaries, hold
credentials from both a US-based organization and the CIA, they must navigate both
sets of requirements simultaneously; Section 5.6 discusses how actuaries subject to
multiple codes can manage their overlapping obligations.

5.5.4.  Actuarial Society of South Africa

ASSA’s Code of Professional Conduct (2015) is structured around a “Professional
Promise” organized into three broad principles (knowledge and expertise, values and
behavior, and professional accountability), followed by 31 numbered specific require-
ments grouped under those headings. The other codes surveyed here similarly pair
principle or rule statements with amplifying text, but the ASSA Code is distinctive in
including explicit requirements for peer review of professional work and compliance
with applicable whistleblowing legislation, provisions that are more prescriptive than
their counterparts in the other codes discussed in this section.

5.6. Navigating multiple codes of conduct

Because codes of conduct apply by virtue of membership, an actuary who belongs
to organizations in more than one country is subject to multiple codes simultane-
ously, regardless of where the actuary practices or where the work is performed. A
Canadian actuary who holds both CIA and CAS credentials but works entirely within
Canada on Canadian business is nonetheless bound by both the CIA Rules and the
Code of Professional Conduct.

The US-Canada relationship is the most common example, with many actuaries hold-
ing credentials from both a US-based organization (such as the CAS or the SOA) and
the CIA. Because the two sets of requirements are structurally similar and address the
same core ethical principles, compliance with one will in most cases satisfy the spirit
of the other. But the two are not interchangeable, and an actuary in this situation
should be attentive to areas where they diverge. In practice, the safest approach is to
identify the more demanding requirement in each area and comply with it, since do-
ing so will generally satisfy the less demanding one as well. Where the requirements
are different in kind rather than merely in degree (for example, where one code re-
quires a step that the other does not address), the actuary should seek to comply with
both. When genuine conflicts arise, the actuary should consider seeking guidance
from the relevant professional organizations.

Actuaries who hold memberships in organizations across other national boundaries
face similar considerations. Codes may differ in the specificity of their requirements,
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the procedures for reporting violations, or the standards for particular types of work.
For example, under the Code adopted by the US-based organizations, the reporting
obligation yields to confidentiality (an actuary need not report a suspected violation
where doing so would divulge confidential information), while the CIA’s Rules take
the opposite approach: Confidentiality is expressly subject to the duty to report. The
IAA plays an important role in promoting consistency: By requiring its Full Mem-
ber Associations to maintain codes consistent with common principles, it helps re-
duce the potential for conflicting requirements. Nevertheless, actuaries who belong
to multiple organizations should familiarize themselves with each organization’s code
and should not assume that compliance with one ensures compliance with another.
For practitioners navigating these complexities, the IAA’s Professionalism Guideline
PG2 (Governance of International Actuarial Work) provides further guidance on profes-
sionalism considerations specific to cross-border actuarial services.

Key takeaways

« Codes of conduct serve several purposes: public protection, defining pro-
fessional identity, providing guidance for ethical dilemmas, establishing a
basis for discipline, and supporting self-regulation.

« TheIAA requires every Full Member Association’s code to embody 11 com-
mon principles that form the baseline that codes around the world share.

« The Code of Professional Conduct, binding on members of the five US-based
organizations, consists of 14 precepts that translate the IAA principles into
specific, enforceable requirements and add a few of its own, such as control
of work product.

« Integrity is the foundational obligation of actuarial codes, and codes com-
monly extend it beyond technical work to any conduct that could reflect
poorly on the profession.

«  Codes bridge ethics and technical standards by making compliance with
applicable standards of practice an ethical requirement, and they support
self-regulation by requiring actuaries to report apparent violations and to
cooperate with disciplinary processes.

«  The CAS Code of Professional Ethics for Candidates extends professional-
ism obligations to individuals before they earn their credentials, with addi-
tional focus on examination integrity.

«  Codes apply by virtue of membership, not by where services are rendered.
An actuary who belongs to organizations in more than one country is bound
by each code at once.
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Common mistakes to avoid

« Assuming technically sound work is enough. Technically correct work does
not by itself satisfy a code of conduct; an actuary can produce accurate, well-
executed analysis and still breach the code through dishonesty, undisclosed
conflicts of interest, or other lapses in conduct.

« Failing to recognize conflicts of interest. A conflict exists whenever there
is potential for inappropriate bias, even if no improper act results and even
if the actuary is confident they can remain objective. Codes generally treat
disclosure to, and the consent of, affected principals as central to managing
such a conflict.

« Overlooking the “speaking up” obligation. Under the Code of Professional
Conduct (Precept 13) and several codes elsewhere, actuaries have an affir-
mative duty to address or report apparent violations by others, not merely
to avoid violations themselves. The specifics of this obligation, however, can
differ materially across codes.

« Assuming compliance with one code satisfies another. Codes of different
organizations may overlap substantially but are not interchangeable. An ac-
tuary subject to multiple codes should identify where they diverge and seek
to comply with both.

Resources

«  Code of Professional Conduct (jointly adopted by the five US-based actuarial or-
ganizations)

« Casualty Actuarial Society (CAS): CAS Code of Professional Ethics for Candidates
« Institute and Faculty of Actuaries (IFoA): Actuaries’ Code

+ Canadian Institute of Actuaries (CIA): Rules of Professional Conduct

«  Actuaries Institute (Australia): Code of Conduct

« International Actuarial Association (IAA): Internal Regulations, 2.2.2(a) (the
11 principles every Full Member Association’s code must embody)

«  IAA: Professionalism Guideline 2: Governance of International Actuarial Work
(2020)
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Discussion questions

The IAA requires each Full Member Association to maintain its own code
consistent with 11 common principles, rather than prescribing a single
code with uniform wording for all of them. What are the advantages and
disadvantages of letting codes vary by organization, and when might a uni-
form, centrally worded code be preferable?

Should an organization hold candidates and students to the same code of
conduct as fully credentialed members, or to a separate, lighter set of obli-
gations? What considerations bear on this choice?

Codes generally extend to nonactuarial conduct that could reflect poorly on
the profession. Is it appropriate for a professional code to reach a member’s
conduct outside their actuarial work, and where should the line be drawn?

Codes take differing positions on whether the duty to report another mem-
ber’s misconduct yields to confidentiality, or the reverse. Which approach
better serves the public interest, and why?

A code supports self-regulation only if it is meaningfully enforced. Beyond
the words on the page, what features make a code of conduct credible in
practice?

An actuary is a member of actuarial organizations in two different coun-
tries whose codes directly conflict on some point, so that complying with
one necessarily breaches the other. What are the actuary’s options in such a
situation?
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6. Standards of Practice

While codes of conduct establish broad ethical principles and qualification require-
ments ensure that actuaries possess the necessary competence, the third pillar, stan-
dards of practice, translates those principles into technical guidance. Standards of
practice are known by various names in different jurisdictions, including Actuar-

ial Standards of Practice (ASOPs) in the United States, Technical Actuarial Standards
(TASs) in the United Kingdom,® and Standards of Practice in Canada. They set out the
considerations and guidance that apply when actuaries perform specific types of actu-
arial work.

This chapter begins by examining the purposes that standards of practice serve
within the actuarial profession. It then turns to the foundational concepts that recur
across standards frameworks worldwide, before surveying the International Actuar-
ial Association’s (IAA’s) model International Standards of Actuarial Practice (ISAPs) as
a global framework and examining the US ASOP system in detail as an illustrative ex-
ample of how these common concepts are implemented in a specific jurisdiction.

6.1. Purpose and role of technical standards

Standards of practice are the most operational layer in the architecture of actuarial
professionalism, governing the conduct of the work itself: what an actuary should
consider, document, and disclose when performing a particular type of assignment.

Many actuarial jurisdictions have developed standards of practice, and although the
specific content and structure vary, they share common purposes:

« Ensuring consistency and quality. Without standards of practice, two equally
qualified actuaries performing the same type of analysis might address differ-
ent considerations or provide different disclosures, not because professional
judgment leads to different conclusions (which is expected and healthy), but
because there is no shared understanding of what factors must be considered

8 These are the United Kingdom’s technical standards. The Institute and Faculty of Actuaries separately maintains a set of Actuarial Profes-
sion Standards (APSs) covering a range of topics, such as peer review and acting as an expert witness in legal proceedings.
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or what must be communicated. Standards establish a common baseline—a
shared understanding of what considerations and disclosures constitute sound
actuarial practice for particular types of work—while leaving the choice of
methods and approaches to the actuary’s professional judgment. Because stan-
dards are periodically reviewed and updated, they also help keep practice cur-
rent as methods, data sources, and regulatory expectations evolve. This consis-
tency also protects the profession’s reputation: When adherence to common
standards makes actuarial work reliable across practitioners, users come to
trust the work of actuaries generally rather than only that of particular individ-
uals, and isolated lapses are less likely to color perceptions of the profession as
a whole.

Protecting the public. Actuarial work products affect insurance consumers,
pension beneficiaries, investors, and the broader public. Standards of prac-
tice establish minimum quality requirements that help ensure actuarial work
is performed competently and that users of actuarial work receive the infor-
mation they need to make informed decisions. When an actuary opines that
reserves are reasonable or that insurance rates are not inadequate, excessive,
or unfairly discriminatory, the public is entitled to assurance that the actuary
followed recognized professional standards in reaching that conclusion.

Providing guidance for practitioners. Actuarial practice presents countless
situations where the right approach is not immediately obvious. Standards
of practice provide a framework for navigating those situations, drawing on
the collective wisdom of the profession to help individual practitioners make
sound decisions. A newly credentialed actuary performing their first reserve
analysis, for example, benefits from standards that identify what to consider
when reviewing the data, selecting methods and assumptions, and disclosing
limitations.

Supporting self-regulation. Standards of practice give substance to the pro-
fession’s claim of self-regulation. A profession that says “trust us, we’re com-
petent” is making a much weaker claim than one that says “trust us, we have
detailed, publicly available standards that govern how our members perform
their work, and we enforce compliance with those standards through our disci-
plinary process.” Standards provide the measurable benchmarks against which
professional conduct can be evaluated. Conversely, compliance with applica-
ble standards can serve as evidence of sound practice if an actuary’s work is
challenged in a civil or disciplinary proceeding.

Facilitating regulatory reliance. Regulators around the world rely on actuar-
ial work in overseeing insurance companies, pension plans, and other finan-
cial institutions. Standards of practice give regulators confidence that actuar-
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ial work meets recognized professional requirements. In many jurisdictions,
regulators incorporate standards of practice by reference, require that actu-
arial filings comply with applicable standards, or consider standards compli-
ance when evaluating actuarial work products. Beyond government regulators,
some specialty markets impose their own operational standards on actuaries
working within them. Lloyd’s is a prominent example, issuing detailed Actuar-
ial Function Guidance and reviewing syndicate submissions against it, along-
side the profession-level obligations that continue to apply.

«  Bridging ethics and technique. Standards of practice connect the profession’s
ethical commitments to its technical work. When a code of conduct says an ac-
tuary must communicate clearly, a standard of practice specifies what “clearly”
means for a particular type of work: what information must be included, what
limitations must be disclosed, and what assumptions must be documented.
Codes generally require compliance with applicable standards of practice (in
the United States through Precept 3 of the Code of Professional Conduct; in
other jurisdictions through analogous compliance principles), making a vio-
lation of technical standards also a violation of ethical obligations.

6.2. Common concepts in technical standards

Although standards frameworks differ in structure and detail across jurisdictions,
certain foundational concepts recur in virtually all of them. These concepts repre-
sent the profession’s shared understanding of what sound actuarial practice requires,
regardless of the specific regulatory or organizational context. Understanding these
concepts is essential for any actuary, because they inform not only the interpreta-
tion of specific standards but also the exercise of professional judgment in situations
where no specific standard exists. Taken together, they describe a logical progression:
Understand what you have been asked to do and for whom, determine what matters,
exercise informed judgment, vet your inputs, make defensible analytical choices,
communicate results transparently, and maintain appropriate documentation.

The discussion that follows is intended to build a working mental model for navigat-
ing any standards framework; it is not a substitute for the actual standards in force in
any jurisdiction. Actuaries must consult and comply with the specific standards appli-
cable to their work. The binding requirements come from those standards, not from
the synthesis here.
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6.2.1. Scope and intended use

What am I being asked to do, for whom, and in what capacity?

Answering this is the first step in any actuarial analysis. Pinning down the assign-
ment means establishing its purpose, scope,’ and expected deliverables; any con-
straints on it; and the capacity in which the actuary is acting (in some cases, for in-
stance, the actuary is only peer-reviewing another actuary’s work). It also means iden-
tifying the intended users, because actuarial work is always performed for someone:
a board of directors, a regulator, a client, or management. Their identity and needs
shape the work, so that a ratemaking analysis prepared for internal management
decision-making may appropriately differ in scope, detail, and presentation from one
prepared for a regulatory filing, even when the underlying data is the same. A clear
scope, finally, protects everyone involved: It keeps the actuary focused on what the
assignment requires, tells users what the work does and does not cover, and, through
disclosure of any limitations, prevents reliance on the work for purposes it was never
designed to serve.

6.2.2. Materiality

Does this matter enough to affect the intended user’s decisions?

Materiality is the principle that lets an actuary focus effort and disclosure where they
count, rather than treating every item in an analysis as equally important.

Several important principles govern how materiality operates in practice:

+ User-centered standard. Materiality is not defined by what the actuary con-
siders important, but by what could influence the intended user’s decisions. An
actuary might find a technical detail fascinating, but if it would not affect the
user’s decisions, it is not material. Conversely, something the actuary consid-
ers routine might be highly material if it could change how the user acts.

+ Reasonable expectation. The concern is typically whether an omission or mis-
statement “could reasonably be expected” to influence decisions, not whether
it definitely would. This is a lower threshold than certainty. If a reasonable per-
son would expect the information to affect decisions, it is likely material.

9 “Scope” here means the scope of the actuary’s assignment: the work to be performed and for whom. This is distinct from the “Scope”
section that opens a standard such as an ASOP (Section 6.4.2), which instead delineates the types of work to which the standard itself
applies.

86 Casualty Actuarial Society Monograph Series | No. 17



Foundations of Actuarial Professionalism

« Context-dependent. What is material depends on the circumstances, such as
these:

-  The nature of the assignment and the decisions the user will make
- The magnitude of the item relative to the overall analysis

-  The sensitivity of results to the item in question

- The sophistication of the intended user

- Regulatory or contractual requirements that may specify materiality
thresholds

« No bright-line test. No major standards framework establishes a specific per-
centage or dollar threshold for materiality. A 5% difference might be immate-
rial in one context and highly material in another. Determining what is mate-
rial for each assignment is a matter of judgment, not mechanical thresholding.

Materiality requires judgment

There is no universal formula for materiality. Consider these examples:

Example 1. A $500,000 difference in a $2 billion reserve estimate (0.025%) is
likely immaterial for most purposes; it typically falls well within the range of es-
timation uncertainty.

Example 2. A $500,000 difference that would change a company’s risk-based cap-
ital ratio from above to below a regulatory action level is almost certainly mate-
rial, regardless of percentage.

Example 3. A methodological issue that has no impact on current results but
could significantly affect results in future periods may be material and warrant
disclosure, even though current numbers are unaffected.

The key question is always: Could this reasonably be expected to affect the user’s deci-
sions?

Materiality governs the scope of disclosure obligations in actuarial work products: An
actuary who fails to disclose a material limitation has not met professional standards,
even if all calculations are correct. It determines when deviations require disclosure,
the test being whether knowledge of the deviation could affect the user’s decisions.
Materiality has limits, however. Where law or regulation mandates a specific calcu-
lation or method, that mandate governs; departure cannot be justified on the ground
that the resulting difference is immaterial.
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6.2.3.  Actuarial judgment

Is my reasoning informed, reasonable, and supportable?

Standards of practice worldwide recognize that actuarial work requires the exercise
of professional judgment. Standards are principles-based rather than prescriptive:
They establish expectations for what an actuary should consider, document, and dis-
close, but they do not prescribe a single method, mandate a particular outcome, or at-
tempt to anticipate every situation an actuary might face. Standards are therefore not
a substitute for judgment but are predicated upon its proper exercise, providing the
analytical framework within which judgment operates while leaving to the actuary
the task of applying training and experience to the specifics of each assignment.

What is actuarial judgment?

Actuarial judgment is the reasoned application of professional knowledge and expe-
rience to reach conclusions when the available information does not dictate a single
answer. Critically, this judgment is exercised under real-world constraints (limited
time, incomplete data, and competing considerations), which is what distinguishes
professional judgment from theoretical analysis. It may include the following:

« Evaluating data and identifying its strengths and limitations

+ Selecting or developing methods appropriate to the assignment

+ Choosing assumptions that reflect available information and reasonable expec-
tations

+  Weighing conflicting indicators and reaching balanced conclusions

+ Recognizing uncertainty and determining how to address it

The reasonable range

Many actuarial analyses involve selecting a point estimate from within a range of
reasonable values. Here are the key principles:

The range has boundaries. Not every answer is reasonable. Professional judg-
ment operates within the range of values that qualified actuaries could support,
not outside it.

Different points may be appropriate for different purposes. A central estimate
(e.g., expected value) is appropriate for some purposes; a conservative estimate
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(toward the adverse end of the range) may be appropriate for others. The appro-
priate point depends on the purpose of the analysis and the needs of the user.

Selecting a point does not make the range disappear. When the actuary pro-
duces a point estimate, accompanying it with information about the range or
uncertainty helps avoid false precision: A single number can suggest more cer-
tainty than the analysis supports.

Judgment is not advocacy. Selecting assumptions at the favorable end of every
reasonable range simply because each individual selection is “defensible” is not
an exercise of judgment. The cumulative effect of consistently favorable selec-
tions can produce an overall result outside the reasonable range.

How judgment is developed

Actuarial judgment is cultivated, not innate. It develops through the combination

of rigorous education, practical experience applying techniques to real-world prob-
lems, deepening understanding of the business contexts in which actuarial work is
used, mentorship from experienced practitioners, and ongoing professional devel-
opment. A newly credentialed actuary has the technical foundation to begin exercis-
ing judgment, but judgment matures as the actuary encounters a wider range of sit-
uations and learns, often from mistakes, which factors matter most and how analyti-
cal choices play out in practice. This developmental nature of judgment is one reason
why qualification frameworks usually emphasize both initial education and continu-
ing professional development.

Intellectual humility

Good judgment requires the discipline to question one’s own conclusions. It is tempt-
ing to focus on evidence that supports an initial result, but sound practice demands
the opposite: actively considering what could be wrong, testing the sensitivity of re-
sults to key assumptions, and being willing to say “I don’t know” (and, when the an-
swer is knowable, “I will find out”) rather than speculating beyond the boundaries of
one’s analysis. An actuary who approaches their work with appropriate skepticism
(toward their own methods and assumptions, not just the data) is more likely to iden-
tify problems before they affect users of the work.
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Judgment under pressure

Professional judgment is exercised independently, based on the actuary’s own assess-
ment of the relevant factors. An actuary who abandons that judgment under pressure
from management, clients, or others has violated professional standards, even when
the pressured conclusion falls within a technically defensible range.

Disagreement in adversarial settings

The same latitude that allows competent actuaries to reach different conclusions in
good-faith practice can also produce opposing views when an actuary’s conduct is
subject to formal challenge. When such conduct is at issue in litigation or arbitration
proceedings, standards of practice and codes of conduct often serve as the benchmark
against which it is evaluated, and opposing expert actuaries may reach different con-
clusions about whether the same conduct met that benchmark, each pointing to the
same provisions but giving different weight to the judgment-based elements within
them.

6.2.4. Data quality

Is the data fit for the purpose I am using it for?

Actuarial analysis is fundamentally dependent on data, and across jurisdictions stan-
dards frameworks impose responsibilities that go beyond simply accepting whatever
data is provided. Whether data is appropriate for the intended analysis depends on
the scope of the assignment, the availability and quality of the sources, and the rel-
evance of the data to the questions being addressed. A review appropriate to the as-
signment can surface errors, inconsistencies, bias, missing values, or data that may
be unreliable, with the extent of that review depending on the nature of the work and
the potential materiality of any problems. Because all data has limitations, recogniz-
ing them and considering how they affect the analysis and conclusions is itself part
of sound practice. Finally, actuaries often rely on data provided by others, whether
employers, clients, data vendors, or other professionals, and standards frameworks
address when such reliance is appropriate and what disclosures should accompany it.
Actuaries are not auditors and are not expected to verify all data independently, but
they are generally expected to apply professional skepticism, evaluate whether the
data appears reasonable for the intended analysis, and take reasonable steps to under-
stand its quality.
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6.2.5. Assumptions and methodology

Can I justify each method and assumption, and are the results they produce reasonable?

Every actuarial analysis requires the actuary to select or develop methods and as-
sumptions. Those choices can be among the most consequential decisions in an ac-
tuarial assignment, and standards frameworks worldwide address or establish con-
siderations to apply when making them.

+ Selection of methods. Method selection turns on the nature of the assignment,
the available data, and the intended use of the results. No single method is
universally “correct”; the appropriate method depends on the circumstances.
Standards frameworks generally call for consideration of the strengths and lim-
itations of available methods.

+ Development of assumptions. Assumptions are typically grounded in relevant
data, information, and professional knowledge, and they are internally consis-
tent and appropriate for the intended purpose of the analysis. Standards frame-
works generally call for the actuary to be able to articulate the basis for each
significant assumption.

« Reasonableness. Standards frameworks typically call for an assessment of
whether the selected methods and assumptions produce results that are rea-
sonable in light of the available information and the purpose of the analysis.
Results inconsistent with expectations warrant investigation and explanation.

« Sensitivity. The sensitivity of results to changes in key assumptions and meth-
ods is often a relevant consideration. When results are highly sensitive to par-
ticular assumptions, that sensitivity may itself be material information for in-
tended users.

« Consistency over time. Changes in methods or assumptions from one analysis
to the next are typically made for substantive reasons, not arbitrarily. Under-
standing the impact of such changes, and communicating it as appropriate, is
part of sound practice.

«  Multiple approaches. Many standards frameworks encourage the use of mul-
tiple methods or approaches when feasible, to provide additional perspective
on the reasonableness of results. The reconciliation of results from different
approaches can be a valuable analytical tool.
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6.2.6. Communication and disclosure

Will the intended user understand the work, its conclusions, and its limits?

Communicating the results of actuarial work is another important item typically ad-
dressed by standards. This reflects a recognition that even technically excellent work
can fail its purpose if the results are not communicated clearly and completely to
those who need to use them.

Common principles governing actuarial communication include the following:

« Clarity. Effective actuarial communications are understandable by their in-
tended audience. This does not mean avoiding technical content; it means pre-
senting technical content in a way that the intended user can comprehend and
act upon. A communication to a sophisticated reinsurer may appropriately use
different language than one to a board of directors with limited actuarial back-
ground.

+ Completeness. Sufficient information allows the intended user to understand
the scope of the work, any material limitations, and the conclusions reached.
Omitting information that users need to make informed decisions, even if the
omission simplifies the communication, falls short of widely shared expecta-
tions.

« Identification. Communications typically identify the actuary responsible for
the work, along with the capacity in which they are acting and the principal for
whom the work is performed. This accountability ensures that users know who
stands behind the work and can seek clarification if needed.

« Disclosure of limitations. All actuarial work has limitations: in the data used,
the methods applied, the assumptions made, or the scope of the analysis. Stan-
dards frameworks typically call for material limitations to be disclosed, so that
users understand the boundaries of the conclusions presented.

- Disclosure of reliance. Actuaries frequently rely on information, data, or anal-
ysis provided by others. When such reliance is material, disclosure helps users
understand what the actuary has independently verified and what they have
accepted from other sources.

+ Disclosure of deviations. When standards permit deviation from recom-
mended practices, the deviation and the reasons for it are typically subject to
disclosure.
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These communication principles serve the broader goals of transparency and ac-
countability that codes of conduct establish. They ensure that actuarial work is not

a “black box” but rather a transparent process whose inputs, methods, and limitations
are available for scrutiny.

6.2.7. Documentation

Could another qualified actuary pick up my work and understand what I did and why?

Standards frameworks usually require that actuarial work be adequately documented.
Documentation serves multiple critical functions: It supports the quality and defen-
sibility of the actuary’s work, enables peer review and regulatory examination, fa-
cilitates the transition of work between actuaries, and provides a record if questions
arise later.

Common principles governing actuarial documentation include these:

« Sufficiency. Sufficient documentation enables another qualified actuary to un-
derstand what was done, what data and information were used, what assump-
tions and methods were selected, and why.

« Retention. Documentation is typically retained for an appropriate period.
What constitutes “appropriate” depends on the nature of the work, applicable
regulations, and organizational policies. For many types of actuarial work, re-
tention periods of several years are common.

+  Documenting judgment. When the actuary has exercised judgment (in select-
ing assumptions, choosing methods, or reaching conclusions), recording the
basis for that judgment is part of sufficient documentation. Documentation
that shows only results without explaining the reasoning behind them falls
short of widely shared expectations.

The suddenly unavailable test

Here’s a practical way to think about documentation sufficiency: If you were sud-
denly unavailable, could another qualified actuary pick up your work, under-
stand what you did and why, and continue or review it without having to start
over? If not, the documentation is likely insufficient. This test reflects the com-
mon expectation across jurisdictions: documentation that stands on its own.
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Table 6.1. Levels of obligation in standards frameworks.

Level of obligation

What it requires

Departure and disclosure

Mandatory requirement

Recommended practice

Consideration

Permissible alternative

An action the actuary must
take

An action the actuary should
normally take, but may depart
from when professional judg-
ment supports it

A matter the actuary should
think about, but need not nec-
essarily act upon

A discretionary action or ap-
proach the actuary is permit-

Departure is a deviation and
must be disclosed

Departure permitted, but the
departure and its reasons must
be disclosed

Deciding not to act is not a devi-
ation; no disclosure required

Choosing otherwise is not a de-
viation; no disclosure required

ted but not required to take

6.2.8. Compliance and deviations

Beyond the substantive concepts just presented, a final cross-cutting topic is how
standards frameworks handle compliance and, critically, when and how deviation
from standard guidance is permitted.

Most standards frameworks distinguish between different levels of obligation using
specific language conventions. Although the exact terminology varies, the underlying
structure is remarkably consistent, as Table 6.1 shows.

The graduated structure in the table acknowledges that one-size-fits-all rules cannot
govern the full range of actuarial practice, but it still establishes clear expectations
and requires transparency when those expectations are not followed.

The disclosure principle

An important feature of the structure is the disclosure requirement for deviations:
When an actuary departs from standard guidance, users of the work are told, so that
they can assess the implications for themselves.

Subject to applicable law

This entire structure operates within the law. Where a legal or regulatory require-
ment conflicts with a standard of practice, the law governs. A standard cannot autho-
rize an actuary to do something the law forbids, nor relieve the actuary of something
the law requires.
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6.3. International Standards of Actuarial Practice

The IAA promulgates model International Standards of Actuarial Practice to give ac-
tuarial associations professionally developed standards they can draw on when devel-
oping their own. They are especially valuable to an association that has no standards
of its own to build on, offering a ready foundation rather than a blank page. Greater
consistency in actuarial practice across jurisdictions follows from this shared refer-
ence, but it is more a by-product than the primary aim. ISAPs are developed by the
IAA’s Actuarial Standards Committee through a deliberative process broadly similar
to the one used by national standard setters such as the US Actuarial Standards Board:
drafting by a working group, public exposure for comment, revision in light of com-
ments received, and formal adoption. The early ISAPs drew substantially on guidance
already embodied in well-established jurisdictional standards, with volunteers from
those jurisdictions participating in the drafting alongside other contributors. ISAPs
are periodically revised; the following reflects the standards in effect as of June 2026,
and readers should consult the IAA website for the current text of each ISAP. Table 6.2

summarizes the ISAPs currently in force.

Table 6.2. Current International Standards of Actuarial Practice.

ISAP Title Focus
1 General Actuarial Practice All actuarial work; embodies the common con-
cepts of Section 6.2 (data, assumptions, methodol-
ogy, communication, documentation)
2 Financial Analysis of Social Broader than US usage; also covers workers’ com-
Security Programs pensation
3 IAS 19 Employee Benefits IAS 19 is an international accounting standard
4 IFRS 17 Insurance Contracts IFRS 17 is an international financial reporting
standard
5 Insurer Enterprise Risk Models The models themselves, as distinct from the en-
terprise risk management programs covered by
ISAP 6
6 Enterprise Risk Management The IAIS is the International Association of Insur-
Programs and IAIS Insurance ance Supervisors
Core Principles
7 “Current Estimates” and Other  Specifically, the IAIS Insurance Capital Standard
Matters in Relation to the IAIS (ICS) for internationally active insurance groups
Capital Standards
8 IFRS S2 Climate-Related Adopted November 2025, the newest ISAP

Disclosures
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6.3.1. Nature and authority

ISAPs are model standards of actuarial practice and, as such, are not directly binding
on individual actuaries. The IAA does not require Full Member Associations to adopt
standards of practice at all; its membership criteria ask only that an association that
does adopt them follow a sound adoption process of public exposure and comment.

6.3.2. Regional model standards

The IAA’s ISAPs are not the only model standards; some regional actuarial bodies is-
sue their own. The Actuarial Association of Europe (AAE) promulgates model Euro-
pean Standards of Actuarial Practice (ESAPs)—among them ESAP 1 (General Actuar-
ial Practice), ESAP 2 (the Solvency II actuarial function report), and ESAP 3 (the Sol-
vency II Own Risk and Solvency Assessment process). Like the ISAPs, the ESAPs are
model standards rather than binding requirements: The AAE encourages its member
associations to maintain standards substantially consistent with them, to the extent
appropriate for actuaries in their jurisdiction. ESAP 1 parallels ISAP 1 on general actu-
arial practice, while the others add detail specific to the European regulatory context,
particularly Solvency II.

6.3.3. When no jurisdiction-specific standards apply

As with qualification requirements, some actuarial work has no connection to a juris-
diction with its own standards of practice, leaving no binding technical standards in
force. ISAPs can serve as a useful reference in such settings, but they are voluntary
guidance, not enforceable requirements. The actuary falls back on the general com-
petence obligations of the applicable code of conduct and must exercise professional
judgment in determining how to perform the work to the standard expected of a qual-
ified actuary. An actuary may also explicitly state compliance with one or more ISAPs
in their work product, whether of their own volition or because the client requires it.
The applicable code of conduct requires the actuary to act honestly, so claiming com-
pliance without delivering it is a violation of the code, judged against the ISAP(s) the
actuary invoked. !

6.4. Actuarial Standards of Practice in the United States

The United States provides a well-developed example of how the common concepts
discussed in Section 6.2 are implemented in a specific jurisdiction. The US system of

10 Under the Code of Professional Conduct adopted by the US-based actuarial organizations, the operative provision is Precept 1 (act hon-
estly), not Precept 3, which reaches only standards applicable in the jurisdictions where the actuary renders services.
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Actuarial Standards of Practice, promulgated by the Actuarial Standards Board (ASB),
is one of the most comprehensive standards frameworks in the world. Understanding
its structure and content illustrates how a national standards framework translates
universal principles into detailed, enforceable guidance. Because ASOPs are periodi-
cally revised and new standards are adopted, readers should consult the current text
of the ASOPs themselves, available on the ASB website, for the official and authorita-
tive guidance.

ASOPs are binding on all actuaries who are subject to a code of professional conduct
that requires the following of US standards when practicing in the United States. As
discussed in Section 2.3, members of the five US-based actuarial organizations have
agreed to abide by the Code of Professional Conduct as a condition of membership,
and Precept 3 of the Code requires compliance with applicable ASOPs. Members of
foreign associations whose codes incorporate the standards of the jurisdiction in
which the work is performed (e.g., the Institute and Faculty of Actuaries) are likewise
bound by ASOPs when practicing in the United States.

6.4.1. Role of the Actuarial Standards Board

The Actuarial Standards Board is the body responsible for promulgating the Actuar-
ial Standards of Practice in the United States. Established in 1988, the ASB is an au-
tonomous board that is administratively supported by the American Academy of Ac-
tuaries but responsible to all of the US-based organizations representing actuaries.
The ASB consists of nine members serving staggered three-year terms, appointed by a
selection committee comprising the presidents and presidents-elect of the Academy,
the Casualty Actuarial Society, and the Society of Actuaries. Members are drawn from
across the actuarial profession to represent different practice areas and perspectives.

The ASB’s mission is to establish standards of appropriate actuarial practice in the
United States. ASOPs describe the procedures actuaries should follow when perform-
ing actuarial work and the disclosure requirements for communicating results.

The standard-setting process

The ASB follows a careful process in developing ASOPs:

1. Identification of need. The ASB or its operating committees identify topics re-
quiring guidance, whether for a new standard or a revision to an existing one.
This may arise from new practice developments, regulatory changes, identified
inconsistencies in practice, or requests from practitioners or regulators. The

Casualty Actuarial Society Monograph Series | No. 17 97



Foundations of Actuarial Professionalism

ASB also reviews and updates existing standards as practice evolves, keeping
the body of ASOPs relevant and appropriate. Outside organizations and indi-
viduals may also submit proposals for new or revised standards to the ASB.

2.  Task force formation. A task force of volunteer actuaries with relevant exper-
tise is formed to draft the standard. Task forces typically include practitioners
from the relevant practice area who understand the practical implications of
the guidance being developed.

3. Drafting. The task force develops a draft standard. This process may take con-
siderable time, particularly for complex topics.

4. Exposure for comment. The draft is released as an exposure draft for public
comment, after review by the general counsel to confirm procedural compli-
ance and consistency with applicable law. The ASB must approve the exposure
draft by at least six affirmative votes. Comment periods normally last 60 to 90
days, during which any interested party may submit comments.

5. Comment review and revision. The task force and ASB review all comments
received, revise the draft as appropriate, and summarize the comments re-
ceived and their consideration by the task force. Significant changes may
prompt additional exposure drafts, and this cycle may repeat multiple times
for complex or controversial standards.

6. Adoption. After a further review by the general counsel, the ASB votes to adopt
the final standard, again requiring at least six affirmative votes from the nine-
member board. The standard includes an effective date, typically several
months after adoption to allow actuaries time to familiarize themselves with
the new requirements.

This deliberative process ensures that ASOPs reflect carefully considered professional
judgment and have been subject to review by the actuarial community. The exposure
draft process is particularly important, as it allows practitioners to identify practical
concerns and unintended consequences before a standard becomes binding.

Operating committees

The ASB is supported by operating committees that focus on specific practice areas:
the Casualty Committee, the Enterprise Risk Management Committee, the Health
Committee, the Life Committee, the Pension Committee, and the General Commit-
tee (for standards that apply to more than one practice area). These committees iden-
tify topics for potential standards within their practice areas, oversee the work of task
forces, and make recommendations to the ASB.
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6.4.2. Structure of an ASOP

With the exception of ASOP No. 1 (which serves as the introductory standard explain-
ing how ASOPs work), ASOPs follow a consistent structure. Familiarity with that
structure aids in navigating and applying the standards.

«  Transmittal memorandum. Each ASOP begins with a transmittal memoran-
dum from the ASB that provides background on the standard, explains the de-
velopment process, summarizes significant comments received during expo-
sure and how they were addressed, and notes any changes from previous ver-
sions. Although not part of the binding standard itself, the transmittal memo-
randum provides useful context for understanding the standard’s purpose and
evolution.

+ Section 1: Purpose, Scope, Cross References, and Effective Date. This section
defines what the ASOP covers and when it applies. This section also lists related
ASOPs and other relevant documents.

+ Section 2: Definitions. This section defines key terms used in the ASOP. The
definitions are specific to the ASOP and may differ from common usage or defi-
nitions in other contexts (including in other ASOPs).

« Section 3: Analysis of Issues and Recommended Practices. This is the core
of the ASOP, providing the substantive guidance on how actuaries should ap-
proach the work covered by the standard. This section typically describes
considerations, procedures, and approaches that actuaries should follow.
The guidance uses specific language (“must,” “should,” “should consider,” and
“may”) that indicates the level of obligation, as explained in Table 6.3.

+ Section 4: Communications and Disclosures. This section specifies what actu-
aries should communicate or disclose in connection with the work covered by
the ASOP. Communication requirements are an important component of most
ASOPs, ensuring that users of actuarial work receive appropriate information
about the work performed.

+ Appendices. Some ASOPs include appendices providing background infor-
mation, examples, or other supplementary material. Appendices are typically
nonbinding and are provided for educational purposes.

ASOP No. 1 establishes a set of language conventions that all other ASOPs follow to in-
dicate different levels of obligation, an implementation of the graduated compliance
structure discussed in Section 6.2.8. Table 6.3 summarizes the four terms and the dis-
closure consequences of departing from each.
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Table 6.3. The language of ASOPs.

Term Meaning Consequence of deviation

Must The ASB does not anticipate a rea- Departure is a deviation; must dis-
sonable alternative to the indicated close under ASOP No. 41
course of action

Should Normally the appropriate practice; Departure is a deviation; must dis-
departure permitted when follow-  close under ASOP No. 41
ing would be inappropriate or im-

practicable
Should consider Actuary is expected to give the Deciding not to act after considera-
matter appropriate thought; action tion is not a deviation and requires
is discretionary no disclosure; failing to consider
the matter at all is a deviation and
must be disclosed
May A course of action that would be Choosing a different approach is
reasonable and appropriate in not a deviation; no disclosure re-
many circumstances quired

6.4.3. General ASOPs

ASOPs are organized into six practice-area categories: general, casualty, enterprise
risk management (ERM), health, life, and pension (some ASOPs are cross-listed in
multiple categories). ASOPs are regularly revised, and new ASOPs are adopted as
practice evolves; the following discussion reflects the standards in effect as of June
2026.

The general ASOPs apply broadly across actuarial practice areas, addressing topics
relevant to all or most actuaries regardless of specialty. They represent the US imple-
mentation of the common concepts discussed in Section 6.2.

ASOP No. 1: Introductory Actuarial Standard of Practice

ASOP No. 1 serves as the gateway to the entire ASOP framework. It addresses materi-
ality (Section 6.2.2) and professional judgment (Section 6.2.3) in the US context, and

it establishes the language conventions and deviation rules that give concrete form

to the compliance and deviations framework discussed in Section 6.2.8. ASOP No. 1
also reinforces the principles-based character of the ASOP system, making clear that
ASOPs are not a substitute for professional judgment and are not designed to pre-
scribe every step in an actuarial assignment. It further formalizes the bridge between
ethics and technique (Section 6.1) by explaining how the Code of Professional Con-
duct makes ASOP compliance a code obligation.
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ASOP No. 23: Data Quality

ASOP No. 23 is the US implementation of the data quality concepts discussed in Sec-
tion 6.2.4. It translates the common principles of data selection, review, reliance,

and disclosure of limitations into specific guidance for US actuarial practice. Because
data is fundamental to virtually all actuarial analysis, ASOP No. 23 is among the most
broadly applicable standards.

ASOP No. 41: Actuarial Communications

ASOP No. 41 is the US implementation of the communication and disclosure princi-
ples discussed in Section 6.2.6 and the documentation concepts in Section 6.2.7. It
specifies the form and content of actuarial communications, including when a formal
actuarial report is appropriate, what elements such reports should contain, how to
handle oral communications, and what disclosures are required regarding assump-
tions, limitations, reliance on others, and deviations from ASOPs. ASOP No. 41 also
encourages actuaries to consider retaining supporting documentation not included
in reports, though it stops short of mandating specific retention requirements. Note
that ASOP No. 41 establishes general communication and disclosure requirements; as
described in Section 6.4.2, most other ASOPs also contain their own Section 4 (Com-
munications and Disclosures) with topic-specific requirements that apply in addition
to ASOP No. 41 when those ASOPs are applicable.

ASOP No. 56: Modeling

ASOP No. 56 applies the assumptions and methodology concepts from Section 6.2.5
to the specific context of actuarial models. It addresses model governance, selection,
input, output evaluation, model risk, and documentation, bringing together several
common concepts (data quality, assumptions, documentation, and communication)
in a single standard focused on how actuaries work with models. Its applicability is
far broader than many actuaries initially realize.

What counts as a “model”?

ASOP No. 56 defines a model as “a simplified representation of relationships
among real-world variables, entities, or events using statistical, financial, eco-
nomic, mathematical, non-quantitative, or scientific concepts and equations.”
This definition is intentionally broad. A complex stochastic simulation is clearly
a model, but many routine actuarial analyses (such as rate indications or spread-
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sheets that project losses using historical development factors) likely also fall
within this definition.

The practical implication. If your actuarial work uses any systematic process to
transform data into results, you are likely using a model, and ASOP No. 56 likely

applies. Modeling standards are not limited to sophisticated or computationally

intensive analyses.

As with all ASOPs, the extent of analysis and documentation called for by ASOP No. 56
is proportionate to the complexity and significance of the model. A simple loss devel-
opment projection does not require the same level of model governance as a dynamic
financial analysis, but both warrant attention to fitness for purpose, reasonableness
of output, and appropriate documentation.

Other general ASOPs

In addition to the standards just discussed, several other ASOPs are classified as gen-
eral and apply across practice areas:
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ASOP No. 12: Risk Classification (for All Practice Areas). Addresses risk classi-
fication systems, such as those used in insurance, pension, and other financial
or personal security systems

ASOP No. 17: Expert Testimony by Actuaries. Addresses the actuary’s respon-
sibilities when providing expert testimony in legal or regulatory proceedings

ASOP No. 21: Responding to or Assisting Auditors or Examiners in Connec-

tion with Financial Audits, Financial Reviews, and Financial Examinations.
Provides guidance when actuaries assist with financial audits, reviews, or ex-
aminations

ASOP No. 25: Credibility Procedures. Addresses the selection and use of cred-
ibility procedures that blend subject experience with relevant experience; par-
ticularly relevant in ratemaking and experience rating

ASOP No. 32: Social Insurance. Addresses actuarial work involving social in-
surance programs such as Social Security and Medicare

ASOP No. 38: Catastrophe Modeling (for All Practice Areas). Provides guid-
ance on the use of catastrophe models in actuarial work, including model selec-
tion, input, output evaluation, and uncertainty
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6.4.4. Practice-area ASOPs

Beyond the general ASOPs, each practice area has its own set of standards addressing
the specific types of work performed by actuaries in that area. The following sections
briefly describe the ASOPs in each practice-area category. ASOPs that span multiple
practice areas are grouped here in a separate cross-practice category.

Casualty

Casualty ASOPs address property and casualty insurance topics including reserving,
ratemaking, trending, and the treatment of catastrophe losses:

« ASOP No. 13: Trending Procedures in Property/Casualty Insurance
« ASOP No. 20: Analysis of Property/Casualty Cash Flows, Including Discounting

+ ASOP No. 29: Expense Provisions for Prospective Property/Casualty Risk Trans-
fer and Risk Retention

« ASOP No. 30: Treatment of Profit and Contingency Provisions and the Cost of
Capital in Property/Casualty Insurance Ratemaking

« ASOP No. 36: Statements of Actuarial Opinion Regarding Property/Casualty
Loss, Loss Adjustment Expense, or Other Reserves

+  ASOP No. 39: Treatment of Catastrophe Losses in Property/Casualty Insurance
Ratemaking

« ASOP No. 43: Property/Casualty Unpaid Claim Estimates

« ASOP No. 53: Estimating Future Costs for Prospective Property/Casualty Risk
Transfer and Risk Retention

Of particular importance are ASOP No. 43, the standard most central to the work of re-
serving actuaries, and ASOP No. 53, the standard most central to the work of ratemak-
ing actuaries. Also, ASOP No. 36 governs Statements of Actuarial Opinion (SAOs) on
property/casualty reserves only when the SAO is prepared to comply with applicable
law or regulation, most prominently the National Association of Insurance Commis-
sioners (NAIC) Annual Statement opinion, or when the actuary states that the SAO is
issued in accordance with ASOP No. 36.

Life

Life ASOPs address life insurance reserves, pricing, illustrations, asset adequacy anal-
ysis, and related topics:
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Health

ASOP No. 2: Nonguaranteed Elements for Life Insurance and Annuity Products

ASOP No. 15: Dividends for Individual Participating Life Insurance, Annuities,
and Disability Insurance

ASOP No. 24: NAIC Life Insurance Illustrations Model Regulation

ASOP No. 33: Actuarial Responsibilities with Respect to Closed Blocks in Mu-
tual Life Insurance Company Conversions

ASOP No. 37: Allocation of Policyholder Consideration in Mutual Life Insur-
ance Company Demutualizations

ASOP No. 40: Compliance with the NAIC Valuation of Life Insurance Policies
Model Regulation with Respect to X Factors

ASOP No. 48: Life Settlements Mortality

ASOP No. 52: Principle-Based Reserves for Life Products under the NAIC Valua-
tion Manual

ASOP No. 54: Pricing of Life Insurance and Annuity Products

Health ASOPs address health insurance rate filings, incurred claims, long-term care,
risk adjustment, and government health programs:
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ASOP No. 3: Continuing Care Retirement Communities and At Home Programs
ASOP No. 5: Incurred Health and Disability Claims

ASOP No. 8: Regulatory Filings for Health Benefits, Accident and Health Insur-
ance, and Entities Providing Health Benefits

ASOP No. 18: Long-Term Care

ASOP No. 26: Compliance with Statutory and Regulatory Requirements for the
Actuarial Certification of Small Employer Health Benefit Plans

ASOP No. 28: Statements of Actuarial Opinion Regarding Health Insurance As-
sets and Liabilities

ASOP No. 42: Health and Disability Actuarial Assets and Liabilities Other Than
Liabilities for Incurred Claims

ASOP No. 45: The Use of Health Status Based Risk Adjustment Methodologies

ASOP No. 49: Medicaid Managed Care Capitation Rate Development and Certifi-
cation

ASOP No. 50: Determining Minimum Value and Actuarial Value under the Af-
fordable Care Act
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Pension

Pension ASOPs address pension valuations, actuarial assumptions, asset valuation,
and risk disclosure:

«  ASOP No. 4: Measuring Pension Obligations and Determining Pension Plan
Costs or Contributions

« ASOP No. 27: Selection of Assumptions for Measuring Pension Obligations

« ASOP No. 34: Actuarial Practice Concerning Retirement Plan Benefits in Do-
mestic Relations Actions

+  ASOP No. 44: Selection and Use of Asset Valuation Methods for Pension Valua-
tions

« ASOP No. 51: Assessment and Disclosure of Risk Associated with Measuring
Pension Obligations and Determining Pension Plan Contributions

Enterprise risk management

ERM ASOPs address capital adequacy assessment and enterprise risk management:

+ ASOP No. 55: Capital Adequacy Assessment
+ ASOP No. 58: Enterprise Risk Management

Cross-practice ASOPs

Several ASOPs apply to work that spans multiple practice areas:

« ASOP No. 6: Measuring Retiree Group Benefits Obligations and Determining
Retiree Group Benefits Program Periodic Costs or Actuarially Determined Con-
tributions (Pension/Health)

«  ASOP No. 7: Life or Health Cash Flow Analysis (Life/Health)

« ASOP No. 10: U.S. GAAP for Long-Duration Life, Annuity, and Health Products
(Life/Health)

+ ASOP No. 11: Treatment of Reinsurance or Similar Risk Transfer Programs In-
volving Life Insurance, Annuities, or Health Benefit Plans in Financial Reports
(Life/Health)

«  ASOP No. 19: Appraisals of Casualty, Health, and Life Insurance Businesses
(Life/Health/Casualty)
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« ASOP No. 22: Statements of Actuarial Opinion Based on Asset Adequacy Analy-
sis for Life Insurance, Annuity, or Health Insurance Reserves and Other Liabili-
ties (Life/Health)

« ASOP No. 57: Statements of Actuarial Opinion Not Based on an Asset Adequacy
Analysis for Life Insurance, Annuity, or Health Insurance Reserves and Related
Actuarial Items (Life/Health)

The ASOPs applicable to a particular practice area depend on the nature of the work.
The Academy has historically developed tools (e.g., Applicability Guidelines) to help
actuaries identify which ASOPs might be relevant to their particular assignment,
though those tools are not binding, and the actuary is ultimately responsible for un-
derstanding which ASOPs are applicable to their work.

Key takeaways

« Standards of practice bridge the gap between ethical principles (codes of
conduct) and technical work, translating broad obligations into binding
guidance for specific types of actuarial assignments.

- Standards of practice are principles-based, not prescriptive.

« Actuarial judgment should be informed, reasonable, and supportable. It de-
velops through education, experience, and mentorship, and it is exercised
independently even under pressure.

« Standards frameworks worldwide use graduated language to distinguish
mandatory requirements, recommended practices (deviation permitted with
disclosure), considerations (thought required, action discretionary), and per-
missible alternatives. The key principle: Deviations are subject to disclosure
so users can assess the implications.

« The IAA’s ISAPs are model standards (not binding on individual actuaries)
that associations can adopt or adapt when developing their own.

+ Inthe United States, the ASB promulgates ASOPs through a deliberative pro-
cess with public exposure and comment.

« Standards are periodically revised, and new standards are adopted. Actuar-
ies have a professional responsibility to stay current with the standards ap-
plicable to their work.
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Common mistakes to avoid

+ Deviating without disclosure. Even when deviation from a recommended
practice is justified, failing to disclose the deviation and the reasons for it vi-
olates professional standards. The disclosure requirement is the profession’s
central mechanism for balancing flexibility with accountability.

«  Applying materiality mechanically. Materiality is context-dependent and
user-centered: There is no universal percentage threshold. An item immate-
rial by one measure may be highly material by another (e.g., a small dollar
amount that triggers a regulatory action level). Actuaries who apply a fixed
rule of thumb risk both overdisclosing and, more dangerously, underdisclos-
ing.

- Ignoring scope provisions. Every standard specifies the types of work it
covers. Actuaries sometimes assume a standard applies (or does not apply)
without carefully reading the scope to determine applicability.

+ Inadequate documentation of judgment. Recording what was done without
explaining why leaves work vulnerable to misinterpretation and makes peer
review or regulatory examination difficult. Sufficient documentation cap-
tures the reasoning behind key choices, not just the results.

+ Underestimating the reach of modeling standards. Standards governing
models, such as ASOP No. 56 in the United States, often define “model” more
broadly than many actuaries expect. Even routine analyses such as loss de-
velopment projections or rate indications may qualify. Modeling standards
are not limited to complex or computationally intensive work.

+ Assuming national standards are sufficient for international work. When
actuarial work is intended for use in another jurisdiction, the standards ap-
plicable in that jurisdiction govern. Different jurisdictions may impose dif-
ferent requirements on the same type of work.

Resources
«  Actuarial Standards Board (ASB, US): Actuarial Standards of Practice (ASOPs)

« International Actuarial Association (IAA): International Standards of Actuarial
Practice (ISAPs)

« Financial Reporting Council (FRC, UK): Technical Actuarial Standards (TASs)

« Institute and Faculty of Actuaries (IFoA): Actuarial Profession Standards (APSs)
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« Actuarial Association of Europe (AAE): European Standards of Actuarial Prac-
tice (ESAPs)

« Canadian Institute of Actuaries (CIA): Standards of Practice

« Lloyd’s Actuarial Function Guidance: www.lloyds.com

Discussion questions

1. Two equally qualified actuaries analyze the same data and reach different
reserve estimates, both within a reasonable range. How do standards of
practice accommodate this outcome? At what point would a difference be-
tween two actuaries’ conclusions raise professional concerns?

2.  Standards frameworks use graduated language to distinguish levels of obli-
gation (e.g., mandatory requirements versus recommended practices ver-
sus considerations). Why do you think the profession adopted a graduated
structure rather than making all guidance either mandatory or advisory?

3. Aclient asks you to perform an analysis more quickly than usual, and you
realize you cannot complete all the steps that applicable standards say you
“should” perform. What are your options? How does the framework for de-
viations and disclosure help you navigate this situation?

4. You are reviewing work performed by another actuary and notice what ap-
pears to be a deviation from a recommended practice with no disclosure.
What are your professional obligations? How might your response differ de-
pending on the jurisdiction and applicable code of conduct?

5. How should an actuary handle a situation where a standard of practice and
a regulatory requirement appear to conflict? Does it matter whether the
conflict involves a mandatory provision or a recommended practice?

6. Does leaving materiality entirely to professional judgment, rather than fix-
ing numerical thresholds, strengthen or weaken the reliability of actuarial
work? What would be gained, and lost, by adopting fixed thresholds?

7. What are the advantages and risks of a profession writing the technical
standards by which its own members are judged? Would standards set by
an external body serve the public better, and what might the profession
lose under that arrangement?
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7. Discipline and Enforcement

A profession’s commitment to ethical conduct and professional standards has sub-
stance only if those standards are enforced. Discipline, the fourth pillar, provides that
enforcement. The International Actuarial Association (IAA) requires every Full Mem-
ber Association to have a formal disciplinary process in place for investigating alleged
misconduct and disciplining members who violate professional standards or rules of
conduct.

This chapter begins by examining the principles that underlie disciplinary systems
across the actuarial profession worldwide. It then turns to the substantive and proce-
dural elements those systems share, before surveying how specific jurisdictions orga-
nize discipline and examining the US system in detail as an illustrative example. The
chapter concludes with case studies and common themes in disciplinary actions that
offer practical lessons for actuaries everywhere.

7.1. Common principles of discipline and enforcement

Regardless of jurisdiction, actuarial disciplinary systems are built on a set of shared
principles:

« Public protection as the primary purpose. The overriding objective of any
disciplinary system is protecting the public. Actuarial work affects insurance
consumers, pension beneficiaries, financial system stability, and public policy.
When an actuary performs substandard work or acts unethically, the conse-
quences can be severe and far-reaching. Disciplinary systems exist first and
foremost to identify and address such failures, ensuring that actuaries who
cannot or will not meet professional standards are prevented from causing fur-
ther harm.

« Maintaining the profession’s reputation. The actuarial profession’s value to
society depends on trust: trust that actuaries are competent, ethical, and ac-
countable. Effective discipline demonstrates to regulators, employers, clients,
and the public that the actuarial credential carries real meaning and that the
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profession takes its responsibilities seriously. This reputation function is espe-
cially important for professions such as actuarial science that rely significantly
on self-regulation (discussed in Chapter 3), because without effective enforce-
ment, the case for self-regulation collapses.

Deterrence. Disciplinary systems deter potential violations by demonstrating
that misconduct has consequences. The publication of public disciplinary ac-
tions (typically the more serious sanctions such as public reprimand, suspen-
sion, or expulsion) serves an educational function as well, helping actuaries
understand what types of conduct are unacceptable and what outcomes result
from violations. Deterrence works not only through the direct consequences of
discipline but also through the profession’s collective awareness that standards
and ethical requirements are enforced.

Due process for the accused. Every credible disciplinary system incorporates
procedural protections for actuaries who are subject to investigation or disci-
pline. These protections, sometimes called “natural justice” in Commonwealth
legal traditions, are essential to the system’s legitimacy. The specific procedu-
ral safeguards vary by jurisdiction, but the core elements are generally consis-
tent:

- Notice. The accused must be informed of the specific allegations against
them with sufficient detail to prepare a defense.

-  Opportunity to respond. The accused must have a meaningful oppor-
tunity to present their side of the story, submit evidence, and challenge
the evidence against them.

- Impartial decision-makers. Those who decide whether a violation oc-
curred and what sanction to impose must be free from conflicts of inter-
est and bias.

- Proportionate consequences. Sanctions must be proportionate to the
severity of the violation, as discussed further next.

- Right of appeal. The accused must have the ability to seek review of ad-
verse decisions by a body separate from the original decision-makers.

Proportionality of sanctions. Disciplinary systems worldwide employ a grad-
uated range of sanctions, from informal counseling for minor or unintentional
violations to permanent expulsion for the most serious misconduct. This pro-
portionality principle is meant to ensure that the consequences match the
gravity of the offense. It also allows the disciplinary system to serve a rehabil-
itative function: helping actuaries who make honest mistakes improve their
practice rather than treating every violation as grounds for the most severe
punishment.
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+ Balancing confidentiality and transparency. Disciplinary systems must navi-
gate a tension between two legitimate interests. Confidentiality protects the ac-
cused from reputational harm based on unproven allegations and encourages
participation in the process. Transparency serves the public interest by mak-
ing disciplinary outcomes known, enabling employers and regulators to make
informed decisions, and reinforcing the deterrent effect of discipline. Most ju-
risdictions resolve this tension by keeping investigations confidential and mak-
ing the more serious disciplinary outcomes (such as public reprimand, suspen-
sion, or expulsion) public, while less severe outcomes (such as private repri-
mand or counseling) and dismissals without action generally remain confiden-
tial. The precise balance varies by jurisdiction.

+ The guidance function. Many actuarial organizations also make available a
proactive advisory resource that offers guidance to actuaries who face uncer-
tain situations before problems arise. This preventive function recognizes that
most actuaries want to do the right thing and that many potential violations
can be avoided through timely professional guidance. The guidance function
complements the enforcement function: Together, they form a system that
both helps actuaries comply with standards and codes of conduct and holds
them accountable when they do not.

7.2. Thedisciplinary process: Common elements and structure

The starting point for actuarial discipline is self-regulation: The profession estab-
lishes its own disciplinary bodies, writes its own rules of procedure, and makes its
own decisions about whether violations have occurred and what sanctions to impose.
With a few exceptions, government agencies generally have only background author-
ity and do not routinely participate in the discipline process.

7.2.1. Substantive common ground

Types of matters addressed

Codes of conduct typically require actuaries to follow applicable standards of prac-
tice, to only do work for which they are qualified, and to meet other professional re-
quirements. Most misconduct is therefore a violation of the code of conduct, often
along with the specific requirement involved. Here are some common examples:

« Ethical breaches such as dishonesty, failing to disclose conflicts of interest, or
failing to protect confidential information

«  Substandard technical work that falls short of applicable standards of practice

Casualty Actuarial Society Monograph Series | No. 17 m



Foundations of Actuarial Professionalism

« Undertaking work beyond one’s qualifications or competence

«  Failure to meet continuing education or attestation obligations (where these
are a formal requirement)

+  Conduct that brings the profession into disrepute

Who may file complaints

Complaints may generally be filed by a broad range of parties, not just other actuar-
ies. Regulators, employers, clients, members of the public, and the professional orga-
nization itself may all initiate the process. Many systems also accept anonymous com-
plaints, recognizing that some complainants, particularly employees or subordinates,
may fear retaliation if identified.

Graduated sanctions

The sanctions available are broadly consistent across jurisdictions, even though ter-
minology and availability vary. As Figure 7.1 shows, they range from outcomes that
carry a finding but leave practice unaffected to those that restrict, suspend, or perma-
nently end an actuary’s ability to practice.

Relationship to legal proceedings

Professional discipline is distinct from legal liability, though the same conduct can
carry consequences in more than one forum: A flawed valuation might draw both

Increasing severity
No action | Counseling Private Public Fine Conditions | Suspension | Expulsion
Dismissal Informal reprimand | reprimand Where on practice
guidance | Confidential On the available
record
No bar to practice Practice Temporary Permanent

restricted bar removal

Figure 7.1. The range of disciplinary outcomes, arranged by their effect on an actu-
ary's ability to practice. A complaint may be dismissed with no action or resolved in-
formally through counseling. Sanctions, such as a public reprimand or a fine, that fol-
low a formal finding carry reputational or monetary consequences but leave the ac-
tuary free to practice, whereas conditions on practice (such as required peer review
or limits on the work undertaken), suspension, and expulsion progressively restrict,
suspend, or permanently end the ability to practice. Terminology and availability vary
by jurisdiction; fines, for example, may be imposed in the United Kingdom but not by
the US-based organizations.

12 Casualty Actuarial Society Monograph Series | No. 17



Foundations of Actuarial Professionalism

professional discipline and a malpractice claim, while serious wrongdoing such as
fraud can also bring criminal charges. The professional and legal tracks run indepen-
dently but often intersect. A court judgment or regulatory action may trigger or in-
form a disciplinary inquiry. A disciplinary body may also defer its own proceedings
while related litigation is pending, both to avoid prejudicing that process and because
its outcome may bear on the disciplinary analysis. Civil litigation is itself a signifi-
cant accountability channel, most prominently in the United States, where the Code
of Professional Conduct and Actuarial Standards of Practice are routinely cited as the
benchmark standard of care in malpractice and errors-and-omissions claims.

Distinct from regulatory eligibility

Professional discipline is also separate from the “fit and proper” powers that regula-
tors in many jurisdictions exercise over individuals who hold specific regulated roles,
such as the Australian Prudential Regulation Authority’s (APRA’s) authority over Ap-
pointed Actuaries in Australia or national supervisors’ authority over actuarial func-
tion holders under Solvency II. In Australia, for example, at APRA’s application, the
Federal Court of Australia can disqualify a person from holding appointment as an
Appointed Actuary for failing to meet regulatory requirements.

7.2.2. Procedural framework

Most disciplinary procedures share the same general stages:

1. Complaint or identification. The process begins when a potential violation
comes to the attention of the disciplinary body. Most matters arrive as a com-
plaint from one of the parties described earlier, but a matter can also originate
through self-reporting by the actuary, information that reaches the organiza-
tion through other channels (such as media reports or regulatory actions), or
the organization’s own monitoring activities.

2. Initial screening. Most systems include a preliminary screening step to deter-
mine whether the complaint is sufficiently complete (that is, whether enough
information has been provided to evaluate the allegations) and whether it
raises a matter within the disciplinary body’s jurisdiction that could, if sub-
stantiated, constitute a violation of applicable standards or rules of conduct.
Complaints that clearly fall outside the body’s authority or that do not allege
conduct amounting to a professional violation may be dismissed at this stage.
This screening function prevents the expenditure of significant resources on
matters that cannot result in discipline and protects actuaries from the burden
of responding to meritless complaints.
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3. Investigation. If the initial screening indicates that the complaint warrants
further examination, the subject actuary is typically notified and a formal in-
vestigation begins. Complaints dismissed at the screening stage generally do
not result in notification, sparing actuaries unnecessary concern over mat-
ters that were never going to proceed. Who conducts the investigation varies:
Some systems designate a primary investigator who may be a member of the
disciplinary body or an outside appointee, while others use independent dis-
ciplinary panels that include lay (nonactuary) participants to bring an outside
perspective and reinforce public accountability. The investigation typically in-
volves gathering evidence from the complainant, the subject, and third parties;
reviewing actuarial work product and documentation; and analyzing whether
the evidence supports a finding that applicable standards or rules of conduct
were violated. Throughout the investigation, due process protections are ob-
served.

4. Adjudication. Following the investigation, a decision-making body determines
whether it believes a violation occurred and, if so, what sanction or sanctions
are appropriate. Some systems separate investigation from final adjudication,
assigning those functions to distinct bodies.

5. Appeal. On appeal, the reviewing body may revisit the findings of fact, the ap-
plication of standards, the procedural fairness of the proceeding, and the pro-
portionality of the sanction imposed.

6. Publication. Following final resolution, the outcome is handled in accordance
with the jurisdiction’s transparency policies. Where an action is made public, it
typically remains published indefinitely or for an extended period.

Figure 7.2 illustrates this general process, showing how a complaint progresses from
initial filing through screening, investigation, and resolution.

7.3. The global landscape of actuarial discipline

Although the common principles and procedural elements described above are
shared across jurisdictions, the institutional arrangements for enforcing actuarial
professional requirements vary considerably around the world. The differences re-
flect broader national traditions regarding professional regulation, the relationship
between professions and government, and the structure of actuarial organizations in
each country. They tend to converge in one respect, though: An association’s disci-
plinary reach generally follows its members’ conduct wherever in the world it occurs.
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Figure 7.2. Overview of the actuarial disciplinary process.
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7.3.1. United States

The US system is distinctive for its multi-organization structure. Because the actuarial
profession in the United States comprises five organizations, each with its own mem-
bership and governance, the profession established the Actuarial Board for Counsel-
ing and Discipline (ABCD) as a centralized body for investigating complaints involv-
ing the Code of Professional Conduct. The ABCD investigates and makes recommen-
dations, but each credentialing organization—the Casualty Actuarial Society (CAS),
the Society of Actuaries (SOA), the American Academy of Actuaries (AAA), the Con-
ference of Consulting Actuaries (CCA), and the American Society of Enrolled Actuar-
ies (ASEA)—retains the authority to impose discipline on its own members. A cross-
border discipline agreement with the Canadian and Mexican actuarial organizations
coordinates cases involving actuaries who practice across North American borders.
Sections 7.4 and 7.5 examine the US system in detail.

7.3.2. United Kingdom

The Institute and Faculty of Actuaries (IFOA) operates its own Disciplinary Scheme,
overseen by a lay-chaired Disciplinary Committee, and the panels and tribunals

that decide cases include nonactuaries to reinforce objectivity. Complaints may be
brought by anyone, and the scheme provides for investigation, adjudication by inde-
pendent panels, and a range of sanctions up to suspension and expulsion (including
fines, which the US-based organizations do not impose). The IFoA also operates a con-
fidential Professional and Regulatory Support Helpdesk where members worldwide
can seek guidance. Separately, the Financial Reporting Council (FRC), a government
body, has independent authority under its own Actuarial Scheme to investigate actu-
aries whose work raises significant public interest concerns, alongside (not replac-
ing) the IFoA’s processes. In practice the IFoA handles most member conduct matters,
while the FRC addresses those of broader public interest.

7.3.3. Canada

The Canadian Institute of Actuaries (CIA) operates a disciplinary process through its
Professional Conduct Board, which can investigate complaints, conduct hearings, and
impose sanctions. The CIA’s system handles matters involving violations of the CIA’s
Rules of Professional Conduct, Standards of Practice, and other professional require-
ments. The CIA publishes full written tribunal decisions, with reasoning, for con-
tested cases, while cases resolved through accepted sanctions produce shorter notice-
format publications; it also issues periodic discipline reports that summarize recent
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activity for educational purposes. The CIA participates in the North American cross-
border discipline agreement detailed in Section 7.4.1, facilitating coordination where
actuaries practice across borders.

7.3.4. Australia

The Actuaries Institute (the national professional body for actuaries in Australia) op-
erates an independent Disciplinary Scheme to oversee complaints and professional
conduct matters. Complaints may be made by any party, including the Institute itself.
The Scheme provides for the investigation of complaints, the conduct of hearings,
and the imposition of sanctions where misconduct is established, reflecting the stan-
dards expected of members. It comprises three independent bodies (a Conduct Com-
mittee, a Disciplinary Tribunal, and an Appeal Board), each including actuaries and
lay and legally qualified members. In matters proceeding to determination, a writ-
ten report sets out the information relied upon, the analysis and reasons, the findings
and orders, and the material proposed for publication; decisions may be published
on a named or anonymized basis, with the form determined in regard to the circum-
stances of the case and the impact on the parties.

7.4. The US system: The ABCD

With the common principles, the disciplinary process, and the global landscape as
context, this section and the next examine the US disciplinary system in detail as an
illustrative example of how these principles are implemented in practice.

7.4.1. Structure and jurisdiction

The ABCD was created in 1991 and began operating on January 1, 1992, under the aus-
pices of the AAA while maintaining independence in carrying out its functions. The
ABCD consists of nine members appointed by a selection committee, with representa-
tion across practice areas: three from pension, two from life, two from property and
casualty, and two from health. From among these nine, one serves as chairperson
and two as vice chairpersons.

The ABCD’s jurisdiction extends to members of all five US-based actuarial organi-
zations, regardless of where they practice or where their work is performed. A CAS
member working entirely outside the United States remains subject to the ABCD’s ju-
risdiction by virtue of that membership.
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The one significant exception involves Canada and Mexico, and it relocates only the
investigation, not the disciplinary decision. Through a cross-border discipline agree-
ment with the CIA and the Mexico-based actuarial organizations (Colegio Nacional de
Actuarios (CONAC), Asociacion Mexicana de Actuarios (AMA), and Asociacién Mexi-
cana de Actuarios Consultores (AMAC)), the investigation is conducted by the disci-
plinary body of the jurisdiction where the actuarial services are ultimately directed,
regardless of which organization the actuary belongs to. The CIA handles investiga-
tions of work directed to Canadian purposes, the ABCD handles investigations of work
directed to US purposes, and the CONAC Honor Board handles investigations of work
directed to Mexican purposes. The investigating body may recommend that public
disciplinary action be considered but does not recommend specific penalties. Each
credentialing organization then retains sole authority to determine any penalty im-
posed on its own members.

7.4.2. Request for guidance

One of the ABCD’s important functions is providing confidential guidance to actuaries
who have questions about the application of professional standards and the Code of
Professional Conduct to specific situations. This guidance function, an embodiment
of the preventive principle discussed in Section 7.1, helps actuaries navigate difficult
situations before problems arise.

How it works

An actuary or actuarial student seeking guidance can contact the ABCD office by
email or phone. Depending on the nature of the question, the response may come
from ABCD staff (for more straightforward questions that do not require actuarial ex-
pertise), from an individual ABCD member with relevant expertise, or from the full
Board. In many cases, the requester is paired with an individual ABCD member for

a direct conversation about the situation, with the member serving as a profession-
alism resource: listening to the issue, discussing how the Code of Professional Con-
duct and applicable standards apply, and offering practical perspective. Requesters
may also ask for the full Board’s formal position on a question, though the Board may
decline to provide one. Requests for guidance are treated confidentially: The ABCD
makes a reasonable effort to keep the requester’s identity and the specifics of the situ-
ation confidential, though efforts to protect anonymity may limit the ABCD’s ability to
respond fully.
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Nature of the guidance

ABCD guidance is advisory: It helps inform the actuary’s decision but does not con-
stitute a binding ruling that protects the actuary from future discipline. A response
from ABCD staff or an individual ABCD member does not represent the views of the
entire Board unless the members vote to approve it.

Scope and limitations

The ABCD provides guidance on the proper interpretation of the Code of Professional
Conduct and applicable standards. It does not provide legal, business, or technical ac-
tuarial advice.

7.4.3. Complaints and investigations

The ABCD’s complaint and investigation process generally follows the procedural
framework described in Section 7.2.2. This section highlights aspects that are specific
to the ABCD.

Filing a complaint

Complaints are submitted in writing to the ABCD. The complaint should identify the
complainant, identify the subject actuary, describe the conduct at issue, identify the
professional standards allegedly violated, and provide any supporting documenta-
tion. Anonymous submissions are treated as general information rather than formal
complaints, though the ABCD may still act on the information if it suggests a mate-
rial violation. Complaints need not be filed by actuaries or use technical language;
the ABCD can investigate any complaint that appears to raise legitimate concerns.
The ABCD may also initiate a complaint on its own where information from public
sources, regulatory actions, or other channels suggests a possible material violation
but no third party has filed a complaint.

Screening and investigation

The ABCD’s staff counsel first screens the complaint for completeness and validity
before forwarding it to the subject actuary for a response. Thereafter, the complaint
and response are provided to the chairperson and the two vice chairpersons, who de-
cide by majority vote whether to dismiss, counsel, mediate, or investigate. If the mat-
ter proceeds to investigation, the chairperson appoints a primary investigator with

Casualty Actuarial Society Monograph Series | No. 17 19



Foundations of Actuarial Professionalism

relevant subject matter expertise. The subject actuary may object to the originally
assigned investigator for good cause, including bias or professional competition, in
which case a different investigator may be assigned. The investigator prepares an in-
vestigative report containing relevant facts, interview summaries, Code citations, and
analysis. Notably, the report does not offer opinions or conclusions as to whether a
material violation occurred. The report is provided to the subject actuary, who has
30 days to respond. The ABCD then reviews both the investigative report and the sub-
ject’s response. If it appears to the ABCD that a possible material violation occurred,
it conducts a fact-finding hearing, attended by the investigator, the subject actuary
(who may be accompanied by counsel), and any witnesses, before reaching its final
determination.

Standard of proof and duration

The ABCD’s Rules of Procedure do not specify a formal standard of proof; this is not

a criminal proceeding, so findings need only be supported by the evidence gathered
during the investigation, which may take from several months to more than a year de-
pending on the complexity of the issues and the need for expert review of technical
matters.

7.4.4. Possible outcomes

Following its investigation, the ABCD reaches a conclusion and makes a recommenda-
tion regarding the appropriate disposition of the matter.

Dismissal

The ABCD may dismiss a complaint for a variety of reasons, including insufficient ev-
idence to support a finding of violation, or because the matter turns on questions out-
side the ABCD’s competence to resolve (such as legal determinations that fall within
the jurisdiction of courts rather than a professional disciplinary body). The subject

is notified of the dismissal, sometimes with guidance on the conduct at issue, and no
further action is taken. The investigation remains confidential.

Counseling

In some cases, the ABCD may conclude that while technical violations occurred, they
were minor or unintentional and are best addressed through counseling rather than
formal discipline. Counseling may include education about the applicable standards,
advice on improving practices, and follow-up to ensure the actuary understands and
is complying with professional requirements.
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Recommendation for discipline

When the ABCD finds that significant violations have occurred, it prepares a recom-
mendation for discipline and forwards the recommendation to the subject’s actuarial
organization(s). The recommendation includes a statement of the ABCD’s findings, all
documents used by the ABCD, and the transcript of any hearing. The receiving organi-
zation then conducts its own review and makes the final decision on discipline.

Factors considered in recommendations

In formulating its recommendations, the ABCD weighs the severity of the violation
and whether it was intentional or negligent; the harm caused to clients, employers,
the public, or the profession; the actuary’s prior disciplinary history and cooperation
with the investigation; any mitigating circumstances; and the need to deter similar
conduct by others.

7.4.5. Public statements and annual report

The ABCD publishes an Annual Summary of Activities that reports aggregate statistics
on the year’s caseload, including the number and types of inquiries and requests for
guidance, dispositions by precept of the Code, and breakdowns by practice area. The
report includes anonymized descriptions of the material violations alleged in inquiry
cases and examples of the professionalism issues raised in guidance requests. Histor-
ical disposition data since the ABCD’s inception in 1992 is also provided. Because the
ABCD does not name individual subjects in the annual report (individual discipline is
published by the credentialing organizations), the report serves primarily an educa-
tional and transparency function, helping actuaries understand the types of conduct
that attract scrutiny and the kinds of questions their peers are asking.

7.5. CASdisciplinary procedures

This section examines how the Casualty Actuarial Society, as a credentialing organi-
zation, exercises its own disciplinary authority, focusing on what is distinctive about
the CAS process rather than repeating the common procedural elements already de-
scribed. Other US-based actuarial organizations (SOA, AAA, CCA, and ASEA) have
their own parallel procedures.

7.5.1. Jurisdiction and the relationship to the ABCD

The CAS’s central role in the disciplinary process is as the decision-maker. Under the
CAS Bylaws, complaints concerning alleged violations of the Code of Professional
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Conduct by CAS members “shall be referred to the national organizations responsible
for profession-wide investigation, counseling and/or discipline” (that is, the ABCD, or
the CIA or Mexican actuarial organizations for matters falling under the cross-border
agreement). The CAS does not independently investigate complaints about its creden-
tialed members; it relies on the ABCD to perform that function. But the ABCD’s recom-
mendation is advisory, not binding. When the ABCD’s investigation results in a rec-
ommendation for discipline, the CAS makes its own independent determination: It
may accept the recommendation, modify it, or reach a different conclusion. This in-
dependence ensures that the credentialing organization, which ultimately bears the
reputational consequences of its members’ conduct, retains final authority over its
own membership decisions.

Beyond this primary process, the CAS exercises disciplinary authority over one ad-
ditional group: CAS candidates. Individuals pursuing CAS credentials (but who have
not yet been admitted as CAS members) are usually not members of any actuarial or-
ganization and therefore are not subject to the ABCD’s jurisdiction. However, candi-
dates are bound by the CAS Code of Professional Ethics for Candidates, and the CAS
can discipline candidates for violations of that code, including suspension of exami-
nation privileges or denial of future membership. This jurisdiction ensures that even
actuaries-in-training are held to professional standards, and that individuals who
demonstrate serious ethical failures during the credentialing process can be pre-
vented from obtaining the credential.

7.5.2. The CAS Discipline Committee

Disciplinary matters within the CAS are adjudicated by a standing Discipline Com-
mittee composed of Fellows.!! When a recommendation for disciplinary action is re-
ceived, whether from the ABCD or another investigatory body, the committee chair-
person forms a Discipline Committee Panel from among the committee’s members to
hear the specific case.

Hearing and decision

The panel provides the subject actuary with advance written notice and schedules a
hearing at which the subject may appear personally and with counsel or another ad-
viser. The process is designed to ensure that the subject has a meaningful opportu-
nity to respond before any discipline is imposed. A supermajority of the panel is re-
quired to impose public discipline (public reprimand, suspension, or expulsion), and

11The procedural details in this section and the next reflect the CAS Bylaws as amended September 2025. Readers should consult the current
CAS Bylaws and Rules of Procedure for the most up-to-date provisions.
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the panel issues a written report of its findings and rationale. The decision becomes
final and binding unless the subject appeals within the time allowed.

Available sanctions

The CAS employs some of the graduated range of sanctions described in Section 7.2.1:
private reprimand, public reprimand, suspension, and expulsion. Suspension pro-
hibits the member from using CAS credentials (Associate (ACAS) or Fellow (FCAS))
during the suspension period. Expulsion permanently removes the individual from
CAS membership and credential use, though an expelled individual may apply for re-
instatement with approval of the Board of Directors.

Annual reporting

Beyond acting on individual cases, the Discipline Committee is accountable for its
work as a whole. Under the CAS’s disciplinary rules of procedure, the committee is-
sues an annual report to the Board of Directors and to the CAS membership describ-
ing its activities, including the types of cases pending, resolved, and dismissed. The
report is subject to the same confidentiality requirements that govern individual pro-
ceedings, so it provides transparency into how the disciplinary function is operating
without revealing the particulars of any specific matter.

7.5.3. Appeals

A subject actuary who disagrees with the Discipline Committee Panel’s decision may
appeal. The appeal is heard by a separate Appeals Panel drawn from the Board of Di-
rectors; notably, the subject actuary participates in the selection of the Appeals Panel
members, a procedural feature designed to reinforce the fairness of the process. The
appeal is based on the written record (the Appeals Panel does not hold a new hearing),
and the standard for overturning the original decision is deliberately high: The Ap-
peals Panel may reverse only if the factual findings were clearly erroneous, the pro-
cedures were not followed in a way that affected the outcome, or the discipline was
clearly disproportionate to the violation. The Appeals Panel’s decision is final.

7.5.4. Confidentiality, publication, and notification

CAS disciplinary proceedings are confidential while in progress. Publication occurs
only after discipline is final, that is, after the appeal period has expired or any ap-
peal has been resolved. At that point, the CAS notifies its membership of public dis-
ciplinary actions and simultaneously notifies the appropriate investigatory body (the
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ABCD, or the CIA or a Mexican organization under the cross-border agreement), all
other actuarial organizations of which the individual is a member, and other persons
or organizations, including government entities, that should receive notice in the
public interest.

One additional procedural safeguard is that a CAS member against whom a complaint
is pending may not resign to avoid discipline, though the Board retains discretion to
approve a resignation even in such circumstances.

7.6. Discipline and guidance in practice: Real cases and common themes

Actuarial organizations publish disciplinary actions precisely so that the profes-
sion can learn from them. This section draws on published discipline notices from
the CAS and the Actuaries Institute (Australia), as well as ABCD annual reports, to
illustrate the types of conduct that lead to discipline, the themes that recur across
cases, and the kinds of professionalism questions that actuaries encounter in prac-
tice. Names are omitted from all cases discussed here, but the underlying notices are
public record.

7.6.1. Competence and documentation failures

The most instructive disciplinary cases involve actuaries whose technical work fell
below professional standards: not because they intended to do poor work, but be-
cause they failed to apply appropriate methodology, document their reasoning, or
communicate their methods clearly.

In one CAS case, an actuary prepared incurred but not reported (IBNR) reserve re-
ports for an insurance company using inappropriate methodology, failed to test es-
timates for reasonableness, and did not document the work sufficiently for a qualified
peer to evaluate it. The reports failed to identify the data, assumptions, and methods
used, and did not disclose the limitations of the analysis. The ABCD investigated and
found material violations of multiple precepts of the Code of Professional Conduct, in-
cluding the requirements to perform services with competence (Precept 1), to satisfy
applicable standards of practice (Precept 3), and to ensure that actuarial communica-
tions are clear and appropriate to the circumstances (Precept 4). The CAS suspended
the actuary from membership for two years.

This case illustrates a common pattern: Competence failures rarely involve a sin-
gle dramatic error. More often, they involve a cascade of deficiencies: inappropriate
methodology compounded by inadequate documentation, unclear communication,
and failure to comply with applicable standards.

124 Casualty Actuarial Society Monograph Series | No. 17



Foundations of Actuarial Professionalism

This pattern is not unique to any single jurisdiction. In an Australian case, a mem-
ber accepted a consulting engagement characterized by contentious issues, public
scrutiny, a very limited time frame, and a minimal budget. The member did not ad-
equately define the scope of the assignment, which led to services that were difficult
to complete competently under the constraints. The resulting report did not follow
expected professional structure for actuarial reports, hindering readers’ ability to un-
derstand the report’s objectives and the validity of its findings. Critically, the report
did not clearly distinguish between objective professional actuarial advice and the
member’s personal opinions. The tribunal found breaches of three principles of the
Actuaries Institute Code of Conduct (competence and care, objectivity, and commu-
nication) and imposed a reprimand along with a requirement to consult with a peer
adviser before accepting new client work for 12 months.

This case adds a dimension absent from the CAS case: The failure began at the
engagement-acceptance stage, before any technical work was performed. Taking
on a high-risk assignment under unrealistic constraints set the stage for everything
that followed, and the sanction, mandatory peer consultation for new engagements,
targeted that root cause rather than merely punishing the outcome.

The lesson across both of these cases is that the standards of practice, qualification
requirements, and communication obligations described in Chapters 4-6 are not ab-
stract aspirations; they are enforceable professional requirements, and failure to
meet them has real consequences.

7.6.2, Cooperation and professional conduct failures

Some of the most severe sanctions are reserved not for technical failures but for con-
duct that undermines the profession’s self-regulatory processes or brings the profes-
sion into disrepute.

In one case, a CAS member sent numerous inappropriate and harassing communica-
tions to ABCD members, staff of the AAA, CAS committee members and officers, and
former employers. During the resulting investigation, the actuary repeatedly misrep-
resented their whereabouts and availability, and failed to respond promptly, truth-
fully, and fully to ABCD communications, itself a violation of the Code’s requirement
to cooperate with the profession’s self-regulatory processes. The CAS Discipline Com-
mittee Panel voted unanimously to expel the actuary from membership. The Appeals
Panel affirmed the decision.

In another case, an actuary pleaded guilty to a serious criminal offense. The Disci-
pline Committee Panel determined that the actuary’s actions, by their very nature,
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damaged the reputation of the actuarial profession, constituting a material violation
of the Code’s integrity requirements. The panel voted unanimously for expulsion. The
actuary did not appeal.

These cases demonstrate two important principles. First, the obligation to cooperate
with the profession’s disciplinary processes is itself an enforceable requirement, and
failure to cooperate can draw sanctions as severe as, or more severe than, those the
underlying conduct that triggered the investigation would have warranted. Second,
conduct that damages the profession’s reputation can lead to discipline even when it
does not involve actuarial work product, because the integrity of the professional cre-
dential depends on the conduct of those who hold it.

7.6.3. Examination integrity

Examinations are central to credentialing across much of the actuarial profession:
They are a primary means by which it certifies that a person has the technical knowl-
edge required to practice. Where examinations are used, cheating undermines the
value of the credential for every actuary who earned it legitimately, and actuarial or-
ganizations treat examination misconduct seriously.

In two related Australian cases, two students colluded during an online professional
examination administered by the IFoA. One student provided answers to an exam
question so the other could gain advantage; the second submitted those answers as
their own. Both admitted to misconduct. The tribunal found that each had breached
the Code of Conduct and imposed reprimands, costs contributions of A$1,000, and (for
the student who submitted the copied answers) a requirement to complete 10 hours
per year of professionalism training for three years. The tribunal noted that both in-
dividuals were in the early stages of their actuarial careers, acknowledged their mis-
takes, and should continue to pursue their actuarial education.

These cases are notable for several reasons. First, they demonstrate that profession-
alism obligations begin before credentialing, a principle reflected in the CAS Code

of Professional Ethics for Candidates discussed in Section 5.4. Second, the sanctions
were calibrated to the respondents’ career stage: serious enough to signal that exam-
ination integrity is nonnegotiable, but not so severe as to end careers that had barely
begun. Third, the tribunal’s decision to publish the names (with redaction after three
years) balanced the public interest in transparency against the recognition that early-
career misconduct need not define an entire career.
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7.6.4. What the data shows

The ABCD’s annual reports provide a broader view of the profession’s disciplinary ac-
tivity. In a typical year the ABCD handles somewhere in the range of 100 to 150 cases,
the vast majority of which are requests for guidance (discussed in the next section)
rather than complaints. Of the smaller pool of inquiry cases (complaints or adverse
information), only a fraction close in any given year, and the outcomes follow a con-
sistent pattern: Most are dismissed, often with guidance; a few result in counseling;
and a small number result in recommendations for discipline to the actuary’s creden-
tialing organization. The single most frequently alleged Code violation is Precept 1,
which covers acting with integrity, performing services with competence, and up-
holding the reputation of the profession; the other precepts that surface most often
vary from year to year.

Since its inception in 1992, the ABCD has handled several thousand cases. Of the in-
quiry cases resolved, the large majority were dismissed or dismissed with guidance,
a modest number resulted in counseling, and only a few dozen resulted in a recom-
mendation for public discipline. These proportions confirm that formal discipline
is relatively rare: The vast majority of actuaries conduct themselves professionally
throughout their careers. But they also show that the system is active and function-
ing: Complaints are investigated, and significant violations do result in meaningful
consequences.

The types of material violations alleged in recent ABCD cases include failing to meet
statutory and regulatory requirements, failing to disclose conflicts of interest, provid-
ing actuarial services without meeting continuing education requirements, certifying
valuation results without requisite qualifications, issuing unclear or misleading actu-
arial communications, disclosing confidential information in violation of the Code,
misrepresenting credentials, and failing to cooperate with ABCD investigations. This
list, drawn from the ABCD’s 2025 annual report, reads as a catalog of the professional
obligations discussed throughout this book, reinforcing that the standards described
in Chapters 4-6 are actively enforced.

7.6.5. What actuaries actually ask about: Guidance request themes

The ABCD’s guidance function, discussed in Section 7.4.2, generates a rich picture of
the professionalism questions that actuaries encounter in everyday practice. In a typ-
ical year, the ABCD responds to roughly a hundred requests for guidance spanning all
major practice areas (health, casualty, life, and pension). The issues raised in these
requests are worth examining because they reveal where practicing actuaries feel
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uncertain and where the profession’s standards intersect most directly with the pres-
sures of real-world practice.

The most commonly cited precepts in guidance requests concern integrity, skill, and
care (Precept 1); standards of practice (Precept 3); qualifications (Precept 2); the duty
to report apparent violations (Precept 13); and actuarial communications (Precept 4).
The prominence of the duty to report is notable: Many actuaries seek guidance not
about their own conduct but about their obligations when they become aware of po-
tential violations by others.

The requests cluster into a handful of recurring themes:

+ Qualification uncertainties. Actuaries gauging whether their education and
experience qualify them for a particular assignment under the US Qualification
Standards, especially when moving between practice areas or requalifying af-
ter a career hiatus

« Intersection of standards with regulatory requirements or employer direc-
tives. For example, how to respond to a management instruction to use soft-
ware or assumptions that may not comply with applicable standards, or what
to do when a regulator’s interpretation of the law conflicts with the actuary’s
professional judgment

+ Conflicts of interest. Questions ranging from routine disclosure to genuinely
difficult situations, such as serving simultaneously as a consultant and an ex-
pert witness

«  Control of work product. When actuaries are pressured to sign filings they be-
lieve are inappropriate or when others seek to alter their reports

« Duty to report. Reporting apparent material violations by other actuaries,
which generates significant activity, suggesting it is among the more difficult
obligations actuaries face in practice

These guidance themes are valuable not because they reveal failures but because
they reveal diligence: actuaries actively seeking to understand and comply with their
professional obligations. They also provide a window into the real-world situations
where professional standards are tested, situations that are far more common than
the formal disciplinary cases discussed earlier in this section.
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Key takeaways

« Every IAA Full Member Association maintains a disciplinary system to pro-
tect the public, maintain the profession’s credibility, deter misconduct, and
provide due process for accused actuaries.

« Many organizations make available a proactive guidance resource, helping
actuaries work through uncertain situations before problems arise.

« Disciplinary systems administer graduated and proportionate sanctions,
ranging from outcomes that carry a finding but leave practice unaffected
(reprimand, fine) to those that restrict, suspend, or permanently end the
ability to practice.

«  Professional discipline is distinct from legal liability: The same conduct can
lead to professional discipline, a civil claim, and even criminal charges, on
independent tracks that may still inform one another.

+  Most jurisdictions share a broadly common disciplinary process: complaint
or identification, initial screening, investigation, adjudication, an opportu-
nity to appeal, and publication of the outcome where warranted.

« Inthe United States, the ABCD provides confidential guidance and investi-
gates complaints for members of the US-based organizations, but it recom-
mends discipline rather than imposing it; the credentialing organizations
make the final decision and impose any discipline.

Common mistakes to avoid

+ Assuming only actuaries can file complaints. Regulators, employers,
clients, and members of the public can all initiate the disciplinary process,
and many systems accept anonymous complaints.

« Confusing legal proceedings with professional discipline. They run on sep-
arate tracks: A court judgment or regulatory action does not resolve an ac-
tuary’s professional obligations, and the absence of legal liability does not
preclude discipline.

« Assuming conduct abroad is beyond the profession’s reach. An organiza-
tion’s disciplinary authority generally follows its members wherever in the
world they practice, not just within its home jurisdiction.

+ Not seeking guidance when uncertain. Failing to use available guidance
resources when facing a difficult professional situation, often out of an un-
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founded fear that reaching out will invite scrutiny, deprives you of valuable
help and can lead to avoidable mistakes.

Resources

Actuarial Board for Counseling and Discipline (ABCD): abcdboard.org
ABCD: Annual Summary of Activities

Financial Reporting Council (FRC, UK): Actuarial Scheme

Institute and Faculty of Actuaries (IFoA): Disciplinary Scheme

Casualty Actuarial Society (CAS): Discipline Committee and Rules of Procedure
for Disciplinary Actions

Canadian Institute of Actuaries (CIA) Professional Conduct Board: cia-ica.ca

Actuaries Institute (Australia): Disciplinary Scheme

Discussion questions

130

1.

The United Kingdom’s disciplinary system allows fines as a sanction, while
the US system does not. What are the arguments for and against includ-
ing monetary penalties in actuarial discipline? Would fines enhance deter-
rence, or would they change the nature of the disciplinary process in unde
sirable ways?

Review a published disciplinary action from any actuarial organization
(such as the CAS, the IFoA, the Actuaries Institute, or the CIA). Analyze the
conduct that led to discipline, the process that was followed, and the out-
come. What lessons can practicing actuaries draw from the case? Are the
lessons jurisdiction-specific or universal?

Most disciplinary systems keep investigations confidential but publish the
more serious outcomes, while dismissals and lesser outcomes such as pri-
vate reprimand or counseling generally stay confidential. Where would you
draw the line between confidentiality and transparency? Consider whether
the names of disciplined actuaries should be published, how long pub-
lished actions should remain available, and how to weigh the public’s in-
terest in disclosure against the career consequences for the actuary.

In the US system, the ABCD investigates complaints and recommends dis-
cipline, but each credentialing organization makes the final, binding deci-
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sion about its own members. What are the advantages and disadvantages of
separating the investigative function from the decision to discipline? Could
this structure produce inconsistent outcomes across organizations for simi-
lar conduct, and if so, how might that be addressed?

Disciplinary systems aim to be both proportionate and, where appropri-
ate, rehabilitative. Some cases produce targeted sanctions, such as required
peer consultation before accepting new work or mandatory professional-
ism training, and sanctions are sometimes calibrated to an actuary’s career
stage. When is a rehabilitative or targeted sanction more appropriate than a
purely punitive one? What are the risks of tailoring sanctions to individual
circumstances?
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Beyond the Four Pillars
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8. Other Professional Guidance

The chapters in Part IT examined the four pillars of the professionalism framework:
qualification and credentialing, codes of conduct, standards of practice, and disci-
pline and enforcement. Together they form the mandatory framework that governs
actuarial practice. Alongside that framework, the profession produces a large body of
nonbinding, educational guidance that supports actuaries without carrying the same
authority. Because the names for those documents vary across organizations and ju-
risdictions, this chapter groups them by the role each plays in an actuary’s work.

The examples that follow are illustrative rather than exhaustive. The goal is to convey
the broad functional categories an actuary may encounter, so that unfamiliar labels
in any jurisdiction can be recognized for what they are. When in doubt, consult the is-
suing organization’s own description of a document’s authority and purpose. Table 8.1
maps the categories covered in this chapter.

Guidance, not obligation

Unlike the codes of conduct, standards of practice, and qualification require-
ments examined in the preceding chapters, the guidance surveyed here does
not create professional obligations. An actuary is not required to follow it and
cannot be disciplined for declining to do so. Its role is to inform professional
judgment, not to constrain it. This does not relieve the actuary of the binding re-
quirements and applicable laws that govern the work; it simply means the guid-
ance in this chapter is not itself a source of those requirements.

\ J

8.1. Statements of principles

Some guidance exists to explain the concepts and objectives behind the work, the
what and why rather than the procedures for carrying it out. The profession sets out
principles of this kind both for technical practice areas and for professional conduct
itself. They provide a foundation for the development of standards of practice and
codes of conduct, and they also serve as a reference individual actuaries can consult
directly.
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Table 8.1. Nonbinding guidance, organized by function.

Category What it provides Examples
Statements of principles The concepts and objectives CAS Statements of Principles;
behind the work (the what IAA Professionalism Guide-
and why) lines
Practice notes and How practitioners carry out Academy practice notes; IAA
practical guidance the work (the how) International Actuarial Notes;
Actuaries Institute Practice
Guidelines
Public policy and Perspective for public debate, = Academy issue briefs;
research or knowledge that advances Variance; the IAA Risk Book

the profession (not practi-
tioner guidance)

8.1.1. The CAS Statements of Principles

The Casualty Actuarial Society (CAS) Statements of Principles were created in the late
1980s to give common property and casualty applications a conceptual foundation,
before the Actuarial Standards Board in the United States had developed its current
body of standards. They were the Statement of Principles Regarding Property and Casu-
alty Insurance Ratemaking, the Statement of Principles Regarding Property and Casualty
Loss and Loss Adjustment Expense Reserves (replaced in 2014 by the Statement of Principles
Regarding Property and Casualty Unpaid Claims Estimates), and the Statement of Principles
Regarding Property and Casualty Valuations. In 2020, the CAS Board rescinded all three,
concluding that their content had been largely superseded by the Actuarial Standards
of Practice adopted over the intervening three decades. The rescission of the ratemak-
ing statement drew significant pushback from US state insurance regulators, who had
long referenced its four principles in rate regulation:

1. Arateis an estimate of the expected value of future costs.

2. Arate provides for all costs associated with the transfer of risk.

3.  Arate provides for the costs associated with an individual risk transfer.
4

A rate is reasonable and not excessive, inadequate, or unfairly discriminatory
if it is an actuarially sound estimate of the expected value of all future costs as-
sociated with an individual risk transfer.

The Board subsequently reinstated that statement solely for US ratemaking pur-
poses.'? The reserves and valuation statements were not reinstated; they remain
available for historical reference but are no longer intended to guide practice.

12 The statement’s first and fourth principles frame a rate as an estimate of expected value. Current binding guidance is more flexible: ASOP
No. 53, adopted in 2017, directs the actuary to determine the future cost estimate’s intended measure based on the purpose or use of the
estimate, and that measure need not be the mean (expected value); it may instead be a measure such as the mean plus a risk margin.
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8.1.2. The IAA Professionalism Guidelines

For professional conduct, the International Actuarial Association’s (IAA’s) Profession-
alism Committee issues Professionalism Guidelines (PGs). PG1 (Principles of Profession-
alism) defines what professionalism means for the actuary and develops it through
three high-level principles: knowledge and expertise, values and behavior, and pro-
fessional accountability. PG2 (Governance of International Actuarial Work) addresses
cross-border work, where the codes and standards of more than one jurisdiction may
apply, and sets out principles for deciding which requirements govern and how to
weigh them when they conflict.

8.2. Practice notes and practical guidance

The largest body of nonbinding guidance helps actuaries carry out their work once
the binding requirements are known: the how. Practice notes are the most prominent
example. They supplement the actuarial literature in areas subject to evolving tech-
nology, recently adopted external requirements, or advances in actuarial science.
They describe current and emerging practices, acknowledge legitimate differences

of opinion, and offer perspectives on issues actuaries may encounter. The label is not
universal. The Actuaries Institute in Australia, for instance, spreads the same func-
tion across three non-mandatory document types: practice guidelines, which give
guidance where practice is well established and there is broad consensus on accept-
able approaches; technical papers, which give guidance where acceptable approaches
still vary; and information notes, which inform and build general actuarial knowl-
edge in a practice area.

Practice notes are easiest to understand by contrast with standards of practice. Stan-
dards of practice are binding: An actuary must comply with them, and one who fails
to do so can be disciplined. A practice note is not. It does not interpret a standard,
does not codify generally accepted actuarial practice, and creates no obligation of its
own. Instead it shows how practitioners have met the requirements in real engage-
ments, supplying the practical specifics a standard leaves to judgment: methods, sam-
ple formats, techniques, and the situations that arise for the greatest number of ac-
tuaries in an area. Because practice notes concentrate on mainstream practice, actu-
aries working in narrower niches should not assume their situations will be covered.
An actuary who takes a different approach from the one a practice note describes has
not violated any standard, provided the work otherwise complies with the standards
that apply, and the difference requires no disclosure.

Casualty Actuarial Society Monograph Series | No. 17 137



Foundations of Actuarial Professionalism

8.2.1.  American Academy of Actuaries practice notes

In the United States, the American Academy of Actuaries (AAA, or the Academy) is
the principal producer of practice notes, issuing them across most practice areas, in-
cluding property/casualty reserving, life and health valuation, pension funding, risk
transfer in reinsurance, and asset adequacy analysis. They are written by practicing
actuaries and offered to members as a service. Because they are revised periodically
and can fall out of date as practices and standards evolve, an actuary should confirm
they are consulting the current version.

A specific example of the relationship between a standard of practice and a practice
note can be seen in connection with Statements of Actuarial Opinion for the National
Association of Insurance Commissioners (NAIC) Property and Casualty Annual State-
ment. Actuarial Standard of Practice (ASOP) No. 36, Statements of Actuarial Opinion Re-
garding Property/Casualty Loss, Loss Adjustment Expense, or Other Reserves, is the binding
standard. At 23 pages, it establishes what the actuary should consider when issuing a
reserve opinion (types of opinion, materiality, discounting, documentation, and re-
quired disclosures) in formal “should” and “must” language. The Academy’s compan-
ion practice note, Statements of Actuarial Opinion on Property and Casualty Loss Reserves,
covers the same subject but runs to more than 300 pages, walking actuaries through
the practical details: sample opinion formats, how to reconcile data to Schedule P,
how to handle intercompany pooling, what to include in the actuarial report, how to
address reinsurance recoverables, and answers to questions on common situations. It
is updated annually to track changes in NAIC instructions.

8.2.2. International Actuarial Notes

At the international level, the IAA produces International Actuarial Notes (IANs): ed-
ucational documents on current or emerging practice in an international actuarial
topic. They are developed through a formal consultation process involving all IAA
member associations and a due process review by the Professionalism Committee,
which distinguishes them from other IAA educational materials. Where they address
topics also covered by model International Standards of Actuarial Practice (ISAPs),
IANs are designed to supplement, not conflict with, those standards. Current IANs ad-
dress topics such as IFRS 17 insurance contracts and professional judgment. IAN 300
(Professional Judgment) is especially pertinent to the actuarial judgment discussed
in Section 6.2.3: It identifies professional judgment as a core competency exercised
throughout an actuary’s work, to be applied honestly, objectively, and with appropri-
ate regard for the interests of intended users.
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8.2.3. Practical guidance on professionalism

Just as practice notes and IANs support technical work, the profession produces prac-
tical guidance on professionalism itself. In the United States, the Academy’s Council
on Professionalism publishes discussion papers on topics such as peer review, the
solo actuary’s practice, conflicts of interest in volunteer work, and explaining profes-
sionalism to principals. The Actuarial Board for Counseling and Discipline is another
source, through its request for guidance process (Section 7.4.2) and the guidance-
request examples in its annual report (Section 7.6).

8.3. Other publications: Public policy and research

Actuarial organizations publish a good deal of additional material worth recognizing,
falling into two broad groups: commentary aimed at public policy audiences, and re-
search that advances the profession’s body of knowledge.

« Public policy material. Some associations bring an actuarial perspective to
public policy through issue briefs, policy papers, and white papers on sub-
jects such as insurance markets, retirement security, and healthcare financing.
These documents are aimed at legislators, regulators, and the public rather
than at instructing practitioners on how to perform their work.

+ Research and the body of knowledge. Organizations at every level sponsor re-
search that advances the profession’s body of knowledge: papers in journals
such as the CAS’s Variance and the IAA’s ASTIN Bulletin, the CAS Monograph Se-
ries, and references such as the IAA Risk Book, an evolving multichapter guide
to how actuaries assess and manage risk. Over time, this type of research may
inform methods and approaches that become standard practice.

Key takeaways

« Beyond the four mandatory pillars, the profession produces extensive non-
binding, educational guidance. None of it creates professional obligations
or can, by itself, be the basis for discipline.

- Statements of principles explain the concepts and objectives behind the
work (the what and why). They provide a foundation for the standards of
practice and codes of conduct built on them, and serve as a reference indi-
vidual actuaries can consult directly.

« Practice notes and practical guidance describe how practitioners carry out
the work (the how) once the binding requirements are known.
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« Public policy material and research are not practitioner guidance at all;
they inform public debate or advance the profession’s body of knowledge.

« Deviating from a practice note or IAN is not a professional violation and re-
quires no disclosure, provided the work otherwise complies with applicable
standards.

« All guidance should inform professional judgment, not replace it.

Common mistakes to avoid

+ Treating nonbinding guidance as binding. Mistaking advisory guidance for
arequirement can lead an actuary to over-constrain otherwise sound work,
or to disclose a “deviation” that was never required in the first place.

« Ignoring relevant guidance entirely. Though not binding, resources such as
practice notes represent the profession’s collective wisdom. Ignoring them
may produce work that misses important considerations.

+ Using outdated guidance. Practice notes and IANs are revised regularly,
some annually. Relying on a superseded version may produce work that
does not reflect current requirements or expectations.

Resources

« American Academy of Actuaries (AAA): Practice Notes

+  AAA Council on Professionalism: Discussion Papers

- International Actuarial Association (IAA): International Actuarial Notes (IANS)
«  IAA: Professionalism Guideline 1: Principles of Professionalism (2017)

«  IAA: Professionalism Guideline 2: Governance of International Actuarial Work
(2020)

» TAA: Risk Book
«  TAA: ASTIN Bulletin: The Journal of the IAA

«  Casualty Actuarial Society (CAS): Statement of Principles Regarding Property
and Casualty Insurance Ratemaking (1988, reinstated 2021)

«  CAS: Variance (journal)
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Discussion questions

Everything in this chapter is formally nonbinding, yet state regulators re-
lied on the CAS ratemaking principles, and the Academy’s reserve practice
note closely tracks NAIC instructions. How can guidance that creates no
professional obligation still end up shaping how an actuary does the work?

Practice notes concentrate on the situations faced by the greatest num-
ber of actuaries, so an actuary working in a narrow specialty may find no
practice note that fits. How should the absence of a relevant practice note
change the way that actuary approaches the work, and what resources
might help?

ASOP No. 36 runs 23 pages while its companion practice note exceeds 300.
Why might the profession deliberately keep that volume of practical detail
out of the binding standard, and what would be lost if it were folded in?

An actuary comes across a promising new method in an actuarial journal
that is not yet reflected in any standard or practice note. The chapter notes
that research of this kind may, over time, inform methods that become
standard practice. How should the actuary weigh whether to use it now?
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9. Emerging Issues in Actuarial
Professionalism

The actuarial profession operates in a dynamic environment. New technologies,
evolving regulatory requirements, emerging risks, and changing societal expectations
continually present new challenges and opportunities for actuaries worldwide. This
chapter examines several emerging issues that have implications for actuarial pro-
fessionalism, considering how existing professional standards apply and where new
guidance may be needed.

9.1. Large language models and Al agents

Few technologies have entered actuarial work as quickly as generative artificial in-
telligence (AI). Large language models (LLMs) and AI agents are already being used
to draft analyses, write and review code, and summarize documents, and their capa-
bilities are advancing faster than professional guidance can keep up. This section ex-
amines how such tools differ from the models that standards of practice were built
around, the categories of risk they introduce, and the guidance beginning to take
shape.

9.1.1.  Adifferent governance challenge

Al tools represent a qualitatively different challenge from the modeling techniques
that existing standards of practice were designed to govern. Standards of prac-

tice worldwide assume a governance paradigm in which the actuary selects the
model, chooses the inputs, and evaluates the outputs. LLM-based tools challenge that
paradigm in fundamental ways:

+  Methodology selection can shift to the tool. When an actuary gives an LLM-
based tool a broad instruction, such as “analyze these reserves” or “develop a
pricing indication,” the tool may choose which analytical approaches to apply,
which data to emphasize, and how to structure its work. The actuary has not
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selected the methodology in the traditional sense. Detailed, step-by-step in-
structions can mitigate this, but the risk increases with the breadth of the del-
egation.

+ Behavior is specified in prose, not code. A traditional model’s behavior is
fixed by its code and parameters, which can be inspected, tested, and version-
controlled. An LLM-based tool is directed through natural-language instruc-
tions, so its behavior carries none of that precision: A small change in how a
request is worded can change which approach the tool takes. Careful, detailed
prompting improves consistency, but the specification itself remains informal
in a way that has no analogue in traditional actuarial tools.

«  The tool produces the whole work product, not just numbers. A traditional
model produces numerical outputs that the actuary then interprets, explains,
and incorporates into a broader analysis. An LLM-based tool can generate the
entire work product in a single step: not only the calculations but the data ex-
ploration, the narrative explanation, and the conclusions the actuary would
traditionally supply. The interpretive layer that was once the actuary’s own
contribution becomes something to be reviewed rather than authored.

+ Reasoning is partially opaque and nondeterministic. While black-box ma-
chine learning models have opaque internal transformations, their behavior
is at least deterministic given fixed inputs. LLM-based tools may produce dif-
ferent outputs from identical prompts. Some tools expose chain-of-thought
reasoning that provides insight into their analytical process, but such reason-
ing traces are not equivalent to auditable code. They may not fully reflect the
model’s internal computations, and they are not reproducible in the way that
traditional model logic is.

Regardless of how these tools develop, the fundamental principle is clear: The actu-
ary whose name appears on the work product bears professional responsibility for it.
Using an LLM-based tool to produce actuarial work does not reduce the actuary’s obli-
gations. If anything, it increases the burden of verification, because the tool’s reason-
ing is harder to audit than a traditional model’s code.

9.1.2. Categories of risk

Meeting that heightened burden starts with understanding where these tools can fail.
LLM-based tools introduce several categories of risk that have no close parallel in tra-
ditional actuarial models:

« Verification difficulty. Because the traditional audit trail is unavailable, verifi-
cation cannot rely on inspecting an auditable code path, but that does not make
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it impossible; it takes different forms depending on the task. The appropriate
strategy may involve reviewing intermediate outputs, independently reproduc-
ing key calculations, testing sensitivity to changed inputs, or validating results
against known benchmarks. Whatever form it takes, the verification approach
generally needs to fit the specific use case, and confirming that an LLM-based
tool’s output “looks reasonable” is rarely enough on its own. In some contexts,
no adequate verification approach may be available, in which case relying on
the tool for that task can be difficult to square with applicable professional
standards.

Automation bias. LLM outputs are often fluent, well structured, and confi-
dent in tone, which can create a false sense of reliability. The risk of accepting
plausible-sounding output without sufficient scrutiny is well documented in
human factors research and is particularly acute with tools that produce pol-
ished narrative alongside their analysis.

Hallucination. LLMs can generate content that is entirely fabricated but pre-
sented with the same confidence as accurate information. Because fabricated
outputs are difficult to distinguish from accurate ones without independent
verification, the risk remains significant even as models improve. This is par-
ticularly dangerous when an actuary uses an LLM to retrieve or summarize fac-
tual information, such as competitor rate-filing data, regulatory requirements,
or historical loss statistics. The LLM may produce a detailed, plausible-looking
response that cites specific numbers, dates, or filings that do not exist. Unlike
a database query that returns an error when no record is found, an LLM may
simply invent the answer. This risk extends to cases where LLMs are used as
part of the data pipeline, for instance, converting unstructured information
such as free-text claim descriptions or medical records into structured data for
use in traditional modeling work flows. The resulting structured data may look
like it was extracted from the source when it was actually invented by the tool.

Prompt injection. When LLMs process external inputs (claim files, policy-
holder correspondence, third-party data feeds, or documents from counterpar-
ties), those inputs may contain text that manipulates the LLM’s behavior, caus-
ing it to ignore its instructions, produce misleading outputs, or disclose infor-
mation it should not. When the tool can take actions (executing code, access-
ing application programming interfaces (APIs), or transmitting data), prompt
injection can cause it to act in ways the actuary did not authorize, such as send-
ing proprietary data to external services. Limiting the tool’s access to only the
data and capabilities a task actually requires reduces the exposure; there is lit-
tle reason, for example, to give an LLM access to sensitive customer data not
needed for the analysis at hand. Randomized or targeted audits of outputs and
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tool behavior can help monitor what remains. This category of risk has no ana-
logue in traditional actuarial tools. An actuary using an LLM to extract struc-
tured data from external documents may not realize that the documents them-
selves could compromise the tool’s reliability.

Attribution of judgment. When an LLM-based tool produces a work product, it
can be difficult to distinguish which elements reflect the actuary’s professional
judgment and which were generated by the tool. This blurring raises questions
about how documentation and communication standards apply, particularly
when the actuary’s role was primarily to review and approve the tool’s output
rather than to direct the analysis.

Competence boundaries. Traditional actuarial tools require the actuary to
understand the model well enough to evaluate its outputs. LLM-based tools
present a different competence challenge: Their capabilities, limitations, and
failure modes are not fully understood even by a tool’s developers, and they
change as models are updated. An actuary who relied on an LLM’s capabilities
last month may find that the same tool behaves differently today. A related risk
is that such tools can give actuaries a false sense of competence in unfamiliar
areas. Within actuarial practice, an actuary whose expertise is in one area may
use an LLM-based tool to produce work in another, and the polished quality of
the output may obscure domain-specific errors that a specialist would catch.
The actuary remains obligated to meet the competence requirements of codes
of conduct and any applicable qualification requirements, regardless of the
tools they use. These tools also enable actuaries to take on tasks outside their
traditional expertise that connect to their actuarial work: upstream tasks such
as building data pipelines and configuring analytical infrastructure, or down-
stream tasks such as deploying models into production systems or building
user-facing applications. The actuary may lack the domain knowledge to recog-
nize errors in this work. An error in an upstream task can corrupt the actuarial
analysis that depends on it, while an error in a downstream task can propagate
into the systems that consume the actuarial output.

Skill erosion. Routine delegation of analytical tasks to AI tools risks gradually
eroding the skills actuaries need to perform or evaluate that work indepen-
dently. This concern is distinct from automation bias, which involves accept-
ing a specific output uncritically. Skill erosion is the longer-term degradation
of the actuary’s ability to catch errors at all. Competence requirements in ev-
ery jurisdiction assume the actuary maintains the skills necessary to super-
vise and evaluate work, and an actuary who can no longer perform an analy-
sis without Al assistance may not be able to meaningfully verify the AI’s output.
This makes deliberate investment in skill maintenance and development more
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important, not less. Actuaries accustomed to a set routine of performing the
same analyses may find their skills eroding as AI handles more of that work.
Continuing education requirements exist in many jurisdictions, and actuar-
ies should treat them not as a compliance exercise but as a critical safeguard,
actively pushing the boundaries of their capabilities, refreshing foundational
skills, and staying current with evolving techniques in their areas of practice.

+  Downstream consumption by automated systems. Actuarial work products
are increasingly consumed not by human decision-makers but by automated
systems (corporate Al platforms, algorithmic underwriting engines, or opti-
mization tools) that may use the work in ways the actuary did not intend or
anticipate. A reserve estimate produced with appropriate uncertainty ranges
may be reduced to a point estimate by a downstream system that ignores the
caveats. A pricing indication may be combined with other inputs in ways that
produce outcomes the actuary would not endorse. Traditionally, misuse of
actuarial work required a human to make a visible decision that the actuary
could identify and push back on. When actuarial outputs feed into automated
pipelines, misuse can be structural, ongoing, and invisible to the actuary. Com-
munication standards require actuaries to describe the intended purpose of
their work and the limitations on its use, but those disclosures are designed for
human readers, and an automated system may not read or respect them.

« Confidentiality and intellectual property. Data submitted to an LLM may be
stored, used for model training, or otherwise retained by the provider, depend-
ing on the terms of service. If proprietary information (such as pricing algo-
rithms, internal models, or client data) is submitted to a tool that trains on user
inputs, that submission could constitute a public disclosure, potentially waiv-
ing trade secret protection or affecting patent rights. This concern intersects
with the confidentiality obligations that codes of conduct already place on actu-
aries, now arising in a context the profession has not traditionally faced.

LLM-based tools are not a shortcut around professional standards

The ability of an LLM-based tool to produce a complete actuarial analysis from a
single prompt does not mean the actuary can reduce their professional engage-
ment to a single review. Consider the analogy of delegating work to a junior an-
alyst: The supervising actuary remains responsible for the quality of the work,
must review it with sufficient care to identify errors, and must apply their own
professional judgment to the conclusions. The same principle applies when the
“junior analyst” is an LLM-based tool, except that the tool may be more confident
in its errors and less likely to flag its own limitations.
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Here are some key questions for actuaries using LLM-based tools:

« CouldIhave identified an error in this output if one existed?

« Have I verified the methodology independently, or am I relying on the tool’s
assertion that its approach is appropriate?

« If challenged on this work product, can I explain and defend every material
judgment, or would I have to say “the AI chose that approach”?

+ Have I documented my review process thoroughly enough that another actu-

ary could understand which judgments are mine?

If the answer to any of these questions is unsatisfactory, the actuary has likely
not yet fulfilled their professional obligations.

9.1.3. The actuary’s governance role

The risks in the previous section describe the actuary mainly as a user of these tools.
But the profession’s more durable contribution may lie in governing them. Actuaries
already serve as a model-governance layer in many organizations, through model val-
idation, model risk management, enterprise risk management, the actuarial function
under frameworks such as Solvency II, and standards that govern how actuaries work
with models (in the United States, Actuarial Standard of Practice (ASOP) No. 56). Over-
seeing Al systems, including agentic ones, is a natural extension of that role rather
than a departure from it, and it is likely to become a growing part of actuarial practice
as these tools spread.

Autonomous agents raise the stakes for governance in a way that ordinary tool use
does not. An agent that can take actions (executing code, querying systems, moving
data) and chain steps together can propagate a single early error through an entire
work flow, and its behavior is harder to anticipate than a traditional model’s. Sound
governance therefore pairs preventative controls (limiting what the tool can access
and do) with detective controls (monitoring what it actually does). Several practices,
drawn together in The CAS AI Primer: Practical Guidance for Actuaries, give this structure
concrete form:

+ Codify the methodology first. Write the analytical approach down explicitly
(the rules, factor selections, escalation thresholds, and order of steps) before
any tool is pointed at it. The methodology documentation is the durable asset;
the tool that executes it is interchangeable. Where calculations must be exact,
have the tool run them in code rather than generate them as text.

148 Casualty Actuarial Society Monograph Series | No. 17



Foundations of Actuarial Professionalism

« Validate before and during use. Check intermediate steps, not just the final
output; back-test against periods with known results before relying on the tool
in production; test sensitivity to changed inputs; and pin the model version,
revalidating when it changes, since provider-side updates can alter behavior
without notice.

« Limit access. Give the tool only the data and capabilities a task requires, en-
forced at the infrastructure level (for example, read-only access) rather than
through instructions in a prompt, and isolate tools that process external con-
tent so that a compromised tool cannot reach production systems.

« Calibrate human oversight to risk. Human involvement runs along a spec-
trum, from an agent that proposes actions for a person to approve at each step
to one that acts on its own while a person observes. The appropriate point de-
pends on the sensitivity and reversibility of the actions involved, and on guard-
ing against the automation bias that erodes oversight even when review steps
formally remain.

+  Monitor and document. Track performance for accuracy and drift in produc-
tion, define in advance the situations that require human escalation, and retain
the prompts, tool calls, and outputs on the workpaper schedule alongside the
rest of the analysis.

Governance of this kind is a team effort (risk, compliance, security, data, and busi-
ness functions all have roles), but accountability for the actuarial work product is not
divisible: It stays with the actuary who is responsible for it. The actuary is well placed
to translate these controls into the language of professional standards, ensuring that
validation, documentation, and disclosure meet professional expectations and not
merely operational ones. In this sense, AI does not displace the actuary’s professional
judgment so much as relocate it, from performing each step to designing and super-
vising the system that does.

9.1.4. Emerging guidance

Actuaries are already using LLM-based tools to draft analyses, generate code, review
documents, and produce work products, and the profession is still working through
how existing standards apply to these tools. The International Actuarial Association
(IAA) has published papers on artificial intelligence, and several national actuarial or-
ganizations have begun addressing the topic through research papers, webinars, and
discussion groups. Notably, the Actuarial Board for Counseling and Discipline (ABCD)
has reported that actuaries are already seeking guidance on the use of Al tools in ac-
tuarial calculations. Actuaries should monitor developments in this area closely, as
guidance is likely to evolve rapidly.
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9.2. Nontraditional roles and the boundary of actuarial services

Actuaries increasingly work in roles that do not fit the traditional mold of insurance
pricing, reserving, or pension valuation. Credentialed actuaries serve as data scien-
tists, risk managers, software developers, insurtech founders, and analytics leaders in
organizations that may have no other actuaries. This trend raises a foundational pro-
fessionalism question: When does work performed by a credentialed actuary consti-
tute “actuarial services” subject to professional standards?

9.2.1. Why the boundary matters

The answer to the previous question determines which parts of the professionalism
framework apply and how. Certain provisions of codes of conduct apply to creden-
tialed actuaries regardless of whether their work constitutes actuarial services, but
when work does constitute actuarial services, the full framework applies: Standards
of practice, qualification requirements, and discipline processes all govern that work
in addition to the code of conduct. When work falls outside the boundary, the specific
requirements of standards of practice and qualification requirements may not apply.
The ABCD has reported guidance requests on questions such as whether a presenta-
tion to a general audience constitutes actuarial services, illustrating that the bound-
ary is genuinely unclear in practice.

9.2.2. Factors that complicate the question

Several developments are blurring the traditional boundaries:

- Overlapping skill sets. The analytical techniques actuaries use (statistical
modeling, machine learning, data analysis) are now common across many pro-
fessions. An actuary working as a data scientist at a technology company may
be building predictive models indistinguishable from those of nonactuary col-
leagues, raising the question of whether the actuary’s professional obligations
attach to that work.

«  Employer expectations. In nontraditional settings, employers may not under-
stand or expect compliance with actuarial professional standards. An actuary
hired as a “senior data scientist” may face tension between professional obliga-
tions and employer expectations about work flow, documentation, and review
processes.

«  Public perception and credential use. When a credentialed actuary presents
analytical conclusions, whether in a business meeting, a public forum, or a
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published report, recipients may give those conclusions additional weight be-
cause of the actuarial credential, even if the actuary did not intend the work as
actuarial services. Using a designation, such as ACAS, FCAS, FSA, FIA, or FCIA,
reinforces that impression by signaling that the work is being performed in the
capacity of an actuary. That capacity, not the label itself, is the concept that
generally determines whether professional obligations attach: Credential use
is evidence of it, but an actuary cannot place substantively actuarial work out-
side the framework simply by omitting the designation.

Navigating the boundary

Several principles can help actuaries in nontraditional roles navigate this boundary:

Consider how the work will be perceived. If a reasonable person would view
the work as actuarial in nature, whether because of its subject matter or the
context in which it is presented, the actuary should consider whether profes-
sional standards apply.

Be deliberate about credential use. Using an actuarial designation in connec-
tion with work signals that one is acting in the capacity of an actuary and in-
vites others to rely on the work accordingly. Actuaries should be intentional
about how they present their credentials, while recognizing that doing so is not
what creates their obligations; where the work is actuarial in substance, profes-
sional standards apply whether or not the designation is attached.

When in doubt, apply professional standards. The consequences of unneces-
sarily applying professional standards (more rigorous documentation, clearer
communication) are minor. The consequences of failing to apply standards
when they should have applied can be significant, both for the actuary and for
those who rely on the work.

Seek guidance. Actuaries uncertain about whether their work constitutes actu-
arial services can seek guidance from the ABCD in the United States or equiva-
lent advisory bodies in other jurisdictions.

As actuaries continue to move into nontraditional roles, the question of where the
boundary of actuarial services lies will only grow in importance. It is not merely an
academic question; it determines the scope of professional accountability for a grow-
ing share of the credentialed actuarial workforce.

9.3.

Bias and fairness in actuarial work

Bias in actuarial work has become an active area of professionalism concern, driven
by the increasing use of complex models and large datasets that can produce discrim-
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inatory outcomes even without discriminatory intent. The professionalism challenge
centers on how actuaries address bias in the substance of their work: the data they
use, the assumptions they make, and the models they build.

This concern is most acute in the United States, where the insurance industry oper-
ates against a backdrop of historical practices, most notably the redlining!? that sys-
tematically disadvantaged minority communities. Because actuarial models are built
on historical data, the legacy of such practices can persist in model outputs long after
the practices themselves have been prohibited. The combination of this history with
the rapid growth of algorithmic decision-making has made bias in insurance pricing a
significant regulatory and public policy issue in the United States in a way that has no
direct parallel in most other jurisdictions.

The following concepts relate to how bias can enter actuarial work:

+ Disparate treatment and disproportionate impact. The distinction between
disparate treatment (intentionally using a protected characteristic in a deci-
sion) and disproportionate impact (adverse outcomes for protected groups)
is central to understanding bias in actuarial work. Insurance regulation has
long prohibited disparate treatment; actuaries generally cannot use race, reli-
gion, or national origin as rating variables. The harder question involves dis-
proportionate impact: When facially neutral variables such as credit score, ge-
ographic location, or education level are correlated with protected characteris-
tics, the resulting prices may differ systematically across groups even though
no protected characteristic was directly used. Whether such disproportionate
impact constitutes “unfair discrimination” is a question that actuaries, regula-
tors, and legislators are actively working through.

«  Proxy discrimination. Proxy discrimination occurs when a variable that is
permitted as a rating factor serves as a proxy for a protected characteristic,
whether intentionally or unintentionally. As models grow more complex and
incorporate more variables, the potential for proxy effects increases and be-
comes harder to detect. A model with dozens of interacting variables may pro-
duce discriminatory patterns that no single variable would produce on its own.
Challenges arise in determining to what extent a variable or set of variables
must be correlated with a protected class for it to be deemed a “proxy.”

+ Therole of historical data. Underlying both disproportionate impact and
proxy discrimination is the challenge of historical data. Models trained on data
shaped by past discriminatory practices may perpetuate those patterns even

13 Redlining refers to the practice, originating in the 1930s, by which banks, insurers, and government agencies systematically denied or lim-
ited financial services to residents of predominantly minority neighborhoods, often literally marking those areas in red on maps. Although
federal law has prohibited the practice since the late 1960s, its effects on wealth, homeownership, and community investment persist.
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when no protected characteristic appears as an input. Detecting this calls on
actuaries to look beyond model inputs and examine whether outputs produce
systematically different outcomes across groups.

9.3.1. Profession-led developments

The professionalism framework is adapting to address bias in actuarial work through
several channels:

* Qualification standards. Beginning in 2023, the US Qualification Standards
(USQS) require actuaries issuing Statements of Actuarial Opinion to complete
at least one hour of bias-related continuing education annually, part of the
broader continuing education requirements detailed in Section 4.4. The re-
quirement specifically targets bias in the substance of actuarial work: The
USQS define bias topics as content that “provides knowledge and perspective
that assist in identifying and assessing biases that may exist in data, assump-
tions, algorithms, and models that impact Actuarial Services,” including statis-
tical, cognitive, and social biases.

« Standards of practice. The Actuarial Standards Board (ASB) is considering re-
visions to ASOP No. 12 (Risk Classification) to address the potential for unin-
tended bias in actuarial work.

« CASresearch. The Casualty Actuarial Society (CAS) has published a Research
Paper Series on Bias and Insurance, providing actuaries with quantitative
frameworks for measuring and mitigating discriminatory effects in pricing
models.

9.3.2. Regulatory developments

Regulators are also driving attention to bias in actuarial work. In the United States,
Colorado’s SB 21-169 requires insurers to test their algorithms, predictive models,

and external data sources for unfair discrimination against protected classes, shifting
from a traditional focus on disparate treatment toward an outcomes-based approach
that requires insurers to detect and mitigate disproportionate impact. Other states are
considering similar legislation. These regulatory developments create direct obliga-
tions for actuaries involved in model development and validation, and they raise the
stakes for understanding how models produce the outcomes they do.

9.3.3. Balancing actuarial soundness and fairness

Bias and fairness considerations create a genuine tension in actuarial work. Insur-
ance pricing is built on risk differentiation, charging different prices to reflect differ-
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ent costs. This differentiation is actuarially sound and necessary for the functioning
of insurance markets; prices that do not reflect risk can lead to adverse selection and
market instability. But when risk differentiation produces outcomes that correlate
with protected characteristics, the question of whether and how to adjust becomes
difficult.

Legal requirements always take precedence; where regulation defines what consti-
tutes unfair discrimination, the actuary’s obligation is to comply. Beyond legal com-
pliance, the question of where permissible risk differentiation ends and unfair dis-
crimination begins is ultimately one for society to answer through the regulatory and
legislative process. The profession’s role is to support that process: by developing
standards of practice that give actuaries concrete guidance on testing for and disclos-
ing potential bias, and by providing transparent analysis that helps regulators and
policymakers make informed decisions.

9.4. Professional standards reference for emerging issues

Table 9.1 summarizes how the core professional principles discussed throughout this
monograph apply to the emerging issues in this chapter. While the specific standards
that implement these principles vary by jurisdiction, the underlying professional
obligations are consistent. Such standards include ASOPs in the United States, Tech-
nical Actuarial Standards in the United Kingdom, Professional Standards in Australia,
and model International Standards of Actuarial Practice (ISAPs) internationally.

Key observations from this mapping include the following:

« Integrity and competence are foundational. Virtually every emerging issue
implicates the core requirements of integrity and competence. These prin-

Table 9.1. Mapping of emerging issues to professional principles.

Emerging issue  Core principles Illustrative standards

LLM and AI Competence, integrity, ISAP 1 (General Actuarial

agent use accountability, documentation, Practice), ASOP No. 56 (Modeling),
reliance on others guidance still developing

Nontraditional Competence, integrity, Codes of conduct (definition of

roles communication actuarial services), qualification

standards
Bias and fairness Public interest, competence, ASOP No. 12 (Risk Classification),
in actuarial work integrity, compliance with law jurisdiction-specific

antidiscrimination requirements
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ciples, present in every jurisdiction’s code of conduct, are deliberately broad
enough to apply to new situations.

« Existing standards provide a foundation, with emerging guidance building
on it. Standards such as ASOP No. 56 and ISAP 1 are broad enough to govern the
use of machine learning and other advanced modeling techniques. LLM-based
tools raise novel considerations, such as nondeterministic outputs and par-
tially opaque reasoning, that the profession is actively developing additional
guidance to address.

+ Communication and documentation take on added importance. LLM-based
tools make it harder to distinguish the actuary’s judgment from tool-generated
output, and bias considerations require transparent disclosure of how models
produce their outcomes. Existing communication and documentation stan-
dards apply, but the complexity of LLM-based tools raises the bar for what con-
stitutes adequate disclosure.

LGACLCEVEVE

« The actuary who signs LLM-assisted work is fully responsible for it. Because
such tools can select the methodology, produce an entire work product, and
reason in ways that are opaque and not reproducible, relying on them raises
the burden of verification rather than lowering it.

« LLM-specific risks include hallucination, prompt injection, automation bias,
skill erosion, and confidentiality exposure. These have no traditional ana-
logue and call for verification suited to each use case, tight limits on tool ac-
cess, and clear disclosure.

+ In nontraditional roles, the work, not the credential, is what triggers pro-
fessional obligations: Standards of practice and qualification requirements
apply whenever the work is actuarial in substance, whether or not the desig-
nation is attached, and the code of conduct binds members regardless.

+ Bias can arise without any intent to discriminate. A model trained on his-
torical data can produce disproportionate impact or act as a proxy for pro-
tected characteristics even when none is used as an input, so detection
means examining outcomes across protected groups, not just model inputs.

Common mistakes to avoid

+ Trusting an LLM for factual lookups. Asking an LLM for figures such as
competitor rate filings, regulatory citations, or loss statistics and accepting
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the answer invites fabricated detail, because unlike a database, an LLM can
return specific numbers, dates, and sources that look authoritative but do
not exist.

« Pasting proprietary data into tools that train on user inputs. Submitting
pricing models, internal models, or client data to such a tool can count as
public disclosure, waiving trade secret protection or affecting patent rights.

« Using an LLM to work outside your own expertise. Polished output can hide
domain-specific errors a specialist would catch, whether in an unfamiliar
practice area or in adjacent tasks such as building data pipelines or deploy-
ing models.

« Relying on single-variable screening to rule out proxy discrimination.
Proxy discrimination often emerges from the interaction of many variables,
so a model can produce discriminatory patterns that no single rating factor
reveals on its own.

Resources

«  Actuarial Standards Board (ASB, US): ASOP No. 56, Modeling

«  ASB: ASOP No. 12, Risk Classification

« International Actuarial Association (IAA): ISAP 1, General Actuarial Practice

«  Casualty Actuarial Society (CAS): The CAS AI Primer: Practical Guidance for Ac-
tuaries

« CAS: Research Paper Series on Bias and Insurance

«  Colorado Senate Bill 21-169 (algorithmic discrimination in insurance)

Discussion questions

1. A machine learning pricing model produces more accurate predictions
overall but creates larger rate differences between demographic groups
than traditional methods. How should an actuary balance predictive accu-
racy against fairness concerns? What factors would inform your analysis?

2. Your company wants to use an LLM-based tool to turn unstructured social
media data into new rating variables. What professionalism considerations
and LLM-specific risks should guide your decision about whether and how
to do this?
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An actuary uses an LLM-based tool to draft an entire reserve analysis, in-
cluding methodology selection, calculations, and the written report. The
actuary reviews the output and finds it reasonable. Has the actuary satis-
fied their professional obligations? What additional steps, if any, should the
actuary take?

An FCAS works as a “director of analytics” at a technology company, build-
ing predictive models for a product that is not insurance. She does not use
her actuarial designation at work. How does the professionalism frame-
work apply to her work? Would your answer change if she used her FCAS
designation on her company biography or LinkedIn profile?
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A. Considerations for Developing
Markets

This appendix addresses considerations specific to developing insurance markets
where the actuarial profession is still maturing. In most such markets, actuaries are
already working, typically holding credentials from established credentialing organi-
zations such as the Casualty Actuarial Society (CAS), the Society of Actuaries (SOA), or
the Institute and Faculty of Actuaries (IFoA). What may be incomplete is the local pro-
fessional infrastructure: credentialing, qualification requirements, professional stan-
dards, and discipline. Most of that is the profession’s to build. Regulators own a nar-
rower piece: They set the qualification requirements for the functions they oversee,
choose what actuarial work to review, and decide how far to rely on the profession’s
own standards and discipline.

The appendix is organized accordingly: After taking stock of the local capacity and
needs that shape decisions for both regulators and the profession, the first half ad-
dresses considerations for regulators establishing or reforming actuarial oversight,
and the second half addresses considerations for actuaries building the professional
infrastructure itself.

A.1. The starting point: Capacity and needs

The approaches that make sense for a developing market depend heavily on local cir-
cumstances. This section first surveys the capacity a jurisdiction already has (within
the local actuarial workforce, the regulatory body, and the profession’s organizational
infrastructure), then steps back to define the two dimensions that together determine
how much professional infrastructure it actually needs to build.

A.1.1.  Assessing existing capacity

Local actuarial capacity

The questions here are how many actuaries the market has, what credentials they
hold (FSA, FCAS, FIA, FCIA, FASSA, etc.), and whether they are sufficient to meet the
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jurisdiction’s needs. In small markets, the actuarial workforce may number in the
dozens or fewer, and it may be concentrated among a small number of employers.

Regulatory capacity

Assessing the quality of actuarial work requires actuarial expertise within the regula-
tory body. Many developing-market regulators do not have actuarial staff, which lim-
its their ability to judge the soundness of actuarial work for themselves.

Professional infrastructure

The local actuarial community may or may not have an organized professional asso-
ciation. Where one exists, its capacity to develop standards, administer credential-
ing, and conduct disciplinary proceedings depends on the size and engagement of its
membership.

A.1.2. How much infrastructure a market needs

Stepping back from the specifics of capacity, two somewhat independent dimensions
shape every subsequent decision. The first is the volume of actuarial work the juris-
diction must govern, set by the size of its locally regulated insurance and pension
market, which changes only slowly. The second is institutional self-sufficiency (how
much of its own credentialing, standards, and discipline the profession can sustain),
which is what genuinely develops over time. How far a jurisdiction should travel
along the second dimension depends on where it sits on the first: For a market with
little locally regulated work, relying indefinitely on credentials from established orga-
nizations, standards based on the International Actuarial Association’s (IAA’s) model
International Standards of Actuarial Practice (ISAPs), and regional cooperation is a
sensible end state rather than an unfinished journey, since a full domestic apparatus
is neither realistic nor necessary.

This first dimension is not the same as population, nor as the number of actuaries
present. A small jurisdiction can carry a large book of locally domiciled risk and need
infrastructure to match. Conversely, where actuaries based in one jurisdiction serve
clients in another, that work is governed by the client’s jurisdiction, so a large local
workforce can coexist with little locally regulated work. Such a workforce is an asset
if the jurisdiction later builds its own infrastructure, but it does not by itself enlarge
what there is to govern.
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A.2. Considerations for regulators

Figure A.1 summarizes the regulator’s principal decisions, each taken up in turn be-
low. The decisions are largely independent: A regulator may rely on the profession in
one respect while building its own capacity in another.

Start here: which functions to oversee? Select the functions whose public interest stakes
warrant actuarial requirements, such as reserve opinions, pricing review, solvency assessment,
pension valuations, and financial reporting. The following grid applies to each function chosen.

Increasing domestic regulatory capacity

W

Rely on external Hybrid / shared Build .
regulatory capacity
Established creden- A fully domestic

Accept estab-

Qualification . . tial plus a local- credential pathway
i lished credentials
basis knowledge exam or (or, rarely, govern-
(FCAS, FSA, FIA, ...) : ; 2 B
experience requirement ment licensing)
Appointment Insurer or fund ap- Preapproval for Regulator preap-

oversight points on criteria alone = highest-risk roles only proves each appointee

- Verify formal com- .
Depth of Rely. on the re Sy K Assess the substantive
work review EeEalE EELeT pliance: filed, qual- soundness of the work
little or no review ified, complete
. . Regional or shared Contracted actuaries; In-house regu-
Review capacity g . . A
supervisory review firm peer review latory actuaries

Figure A.l. Regulator decisions for actuarial oversight. Above the grid sits a prior
choice: which functions to bring under actuarial requirements. The grid itself ar-
ranges the recurring choices for each such function, from greater reliance on the pro-
fession and external credentials (left) toward greater domestic regulatory capacity
(right). These are largely independent, and a regulator may sit at a different point on
each. Position on the grid is not a measure of quality, and relying on the profession is
a legitimate choice at any scale. A greater volume of locally regulated work can make
building capacity of one’'s own worthwhile, but it does not by itself require it, and for
a market with limited such work the left and middle options may be where the ju-
risdiction settles for good. Because that balance shifts as the market grows, these
choices are worth revisiting over time.
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A.2.1. Which functions require actuarial oversight?

The regulator’s first substantive decision is identifying which functions have suffi-
cient public interest implications to warrant actuarial requirements. Reserve opin-
ions, pricing review, solvency assessment, pension valuations, and financial re-
porting are common candidates: functions where inadequate work could harm pol-
icyholders, pensioners, investors, or financial stability. Not every actuarial func-

tion needs to be regulated; the regulator should focus on the areas where the conse-
quences of failure are greatest. Insurance supervisors also have an international ref-
erence point: The Insurance Core Principles of the International Association of Insur-
ance Supervisors (IAIS), the internationally accepted standards for insurance super-
vision, expect insurers to maintain an actuarial function covering matters such as the
adequacy of technical provisions (reserves), pricing, and capital adequacy.

A.2.2. Qualification requirements

For each regulated function, the regulator must determine what qualifications practi-
tioners need. Insurers and pension funds appoint their own actuaries to these roles;
the regulator sets the eligibility requirements.

The fundamental choice is whether to accept credentials from established credential-
ing organizations, require a credential of the jurisdiction’s own, or use a hybrid. Ac-
cepting established credentials provides immediate access to qualified actuaries with-
out requiring the jurisdiction to build its own credentialing system. Adding a local-
knowledge component addresses the risk that actuaries credentialed elsewhere may
not understand local conditions. A requirement framed as substantial experience in
the local market is different: Unlike a knowledge component that an incoming ac-
tuary can satisfy by examination, local experience cannot be acquired on arrival, so
it makes the size of the local workforce a binding constraint. Hong Kong illustrates
the local-knowledge approach: To serve as an Appointed Actuary, one must be a Fel-
low of the Actuarial Society of Hong Kong, which requires first holding a Fellowship
from an established credentialing organization (such as the CAS, the SOA, or the IFoA)
and then passing two local examinations covering Hong Kong-specific regulation and
practice.

A fully domestic credential, by contrast, one earned through a local pathway rather
than layered on an established credential, gives the jurisdiction the most control but
presupposes a professional body mature enough to develop and administer it; for a
developing market this is a possible end state rather than a starting point. Less com-
monly, the state itself licenses or registers actuaries directly rather than relying on a
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professional credential, which gives the government direct control but requires it to
build and maintain the administrative apparatus.

The feasibility of each approach depends on the constraints identified earlier. A juris-
diction with few local actuaries and limited regulatory capacity may find that accept-
ing established credentials is the most practical starting point. Jurisdictions choosing
this path should also consider the regulatory implications of recognizing foreign cre-
dentials; see Section A.2.3.

Setting eligibility criteria is a separate decision from how individual appointments
are overseen. A regulator can let an insurer or pension fund appoint any actuary who
meets the criteria, or it can require its prior approval of each named appointee. Ap-
proval lets the regulator assess the specific individual, looking at matters such as dis-
ciplinary history, conflicts of interest, and recent relevant experience, rather than
relying on the credential alone. The trade-off is administrative: Per-appointment ap-
proval gives the regulator more control and a clearer line of accountability, but it
adds a processing burden and can slow appointments where qualified actuaries are
scarce.

A recognized credential also binds its holder to the credentialing organization’s code
of conduct and disciplinary process, so requiring one lets the regulator lean on the
profession’s self-regulation rather than build that machinery itself.

A.2.3. Cross-border regulatory reach

When local actuaries are credentialed by a foreign organization, they may be subject
not only to that organization’s own disciplinary process (an expected consequence of
membership) but also to government regulators in the credentialing organization’s
home jurisdiction. In the RSA Insurance Ireland case (2013), the United Kingdom’s Fi-
nancial Reporting Council (FRC) investigated and sanctioned Irish-based actuaries
for work done entirely in Ireland, exercising jurisdiction through the FRC Actuarial
Scheme because the case touched UK public interest through the UK parent company
and the actuaries were IFOA members. Subsequent reforms have narrowed but not
eliminated this reach. This risk varies by credential (a CAS or SOA credential, for ex-
ample, carries no comparable government disciplinary reach, since those credential
holders are subject to the profession’s own discipline with no government regulator
layered on top), but jurisdictions considering which foreign credentials to recognize
should understand the full regulatory environment in which those credentials oper-
ate, not just the credentialing organization’s own processes.
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A.2.4. Reviewing actuarial work

Setting requirements is only half the regulator’s task; it must also decide how closely
to examine the work those requirements produce. The depth of review is itself a
choice, and it varies widely both across functions and across jurisdictions. A regula-
tor may subject some functions to close scrutiny while leaving others largely to the
responsible actuary and the firm, and for some functions it may choose not to review
the work at all. Review also presupposes a benchmark for what acceptable work looks
like, which may come from recognized actuarial standards or from the regulator’s
own requirements, which often exist independently of any standards.

Where a regulator does choose to review work, two depths are worth distinguishing.
The first is verifying formal compliance (that a required opinion was filed, that the
actuary who signed it is qualified, and that the filing is complete), which can be done
with limited actuarial expertise. The second is assessing the soundness of the work it-
self: whether the assumptions are reasonable and the methods appropriate. This sec-
ond kind of review necessitates actuarial judgment that only an actuary can supply,
and it is where regulators without actuarial staff are most exposed.

A regulator that chooses to review substance but cannot do so for itself has several op-
tions, which can be combined and scaled to capacity:

- In-house actuaries. Employing even one or two actuaries gives the regulator
independent capacity to review work and to interpret the standards it relies on.
This is the most direct option but competes with the private sector for local ac-
tuarial talent, which is often scarce.

+ Contracted review. The regulator can engage external actuaries to review fil-
ings or conduct periodic independent assessments, paying for expertise it can-
not justify retaining full-time.

« Peerreview at the firm. Requiring that regulated work be peer-reviewed by a
second qualified actuary places a check inside the firm before the work reaches
the regulator. It does not substitute for the regulator’s own ability to probe the
result, but it raises the floor.

+ Shared resources. Where several jurisdictions face the same constraint, a re-
gional body or pooled supervisory arrangement can provide review capacity
that no one regulator could sustain alone; see Section A.2.5.

The right mix depends on the volume and complexity of the work to be reviewed. A
jurisdiction with a handful of regulated entities may find contracted or shared review
sufficient, while a larger or more complex market will eventually need actuarial ex-
pertise of its own.
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A.2.5. Regional supervisory cooperation

For smaller jurisdictions, regional cooperation may be more practical than building
purely national regulatory infrastructure. Insurance regulators in some regions have
established frameworks for cooperation that include provisions related to actuarial
requirements. Harmonized requirements across a region can facilitate cross-border
insurance operations and let regulators share supervisory expertise and administra-
tive capacity, including the actuarial review capacity discussed in Section A.2.4.

A.2.6. Planning for evolution

The regulatory framework appropriate for a developing market today may not be ap-
propriate in 10 or 20 years. As the local actuarial workforce grows and the profession
builds organizational capacity, the balance between regulatory oversight and profes-
sional self-governance can shift. Regulators should consider not just what framework
fits current circumstances but how requirements should evolve if the market grows.
In markets that stay small, though, the arrangement that fits today may remain the
right one indefinitely. Evolution is a possibility to plan for, not a trajectory every mar-
ket follows.

A.3. Considerations for the profession

Whereas regulators determine which functions require actuarial involvement, actu-
aries perform a wide range of work beyond regulated roles. The profession itself is re-
sponsible for building the infrastructure that ensures all actuarial work is performed
competently and ethically. This includes credentialing, codes of conduct, standards
of practice, disciplinary processes, and continuing education. The IAA provides re-
sources and frameworks that can support these efforts.

Figure A.2 summarizes the principal choices a developing profession faces in building
this infrastructure.

A.3.1. IAA resources

The IAA offers several resources relevant to developing actuarial professions:

«  Full Membership criteria. The IAA’s Full Membership requirements provide a
template for what a well-functioning actuarial association should include, such
as appropriate education requirements, a code of conduct, and disciplinary
processes. The IAA also provides guidance on establishing these elements.
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Figure A.2. Decisions for a developing actuarial profession. The central grid arranges
the choices from greater reliance on established organizations (left) toward greater
domestic self-sufficiency (right); as with the regulator’s choices, these are largely in-
dependent and need not advance in lockstep. Building toward the right supports the
self-regulatory capacity expected of an IAA Full Member, but position here is no more
a measure of quality than on the regulator’s grid: Relying on established credentials,
ISAPs adopted as is, and regional cooperation is a legitimate choice at any scale. A
larger local market can make developing infrastructure of one's own worthwhile but
does not by itself require it, and a small market may reasonably keep relying on es-
tablished organizations indefinitely.

Working toward Full Membership gives the local profession a concrete devel-
opment road map.

- International Standards of Actuarial Practice (ISAPs). The IAA maintains
model standards that offer ready-made guidance developed by experienced
practitioners. How a local profession should use them (adopting as is or adapt-
ing to local conditions) is discussed in Section A.3.5.
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+  Membership Assistance Committee. The IAA’s Membership Assistance Com-
mittee supports the development of the profession and coordinates the IAA’s
engagement with member and prospective associations, working through re-
gional subcommittees for Africa, Asia, Eurasia and the Middle East, and Latin
America. It gives a developing association a point of contact for guidance on
strengthening its infrastructure and progressing toward Full Membership.

A.3.2. Building a professional association

Actuaries in developing markets face choices about how to organize:

« Establishing an independent national association provides autonomy but
may struggle with limited membership and resources.

+ Operating as a chapter or affiliate of an established organization provides
support and resources but limits independence.

+ Phased development balances these considerations: A jurisdiction can start
as an affiliate and move toward greater independence if and as the profession
grows.

A separate question that sometimes arises is whether to seek formal statutory recog-
nition of the body in national legislation. Although such recognition can bring consul-
tation rights on legislation and a more authoritative role in industry development, the
costs depend heavily on how the recognizing statute is drafted and can be substantial:
Government appointees on the governing council can introduce political dynamics
into professional decisions, transparency and procurement rules add administrative
burden, and statutory governance arrangements can be difficult to amend as the pro-
fession matures. Effective national professions exist under both private and statuto-
rily recognized arrangements, and the case for pursuing recognition is strongest in
narrow circumstances rather than as a default.

A.3.3. Credentialing and capacity building

Section A.2 discussed credentialing from the regulator’s perspective: what qualifica-
tions to require for regulated functions. From the profession’s perspective, the ques-
tion is broader: How do you grow the local actuarial workforce over time?

In the near term, most developing markets rely on actuaries credentialed by estab-
lished credentialing organizations. The profession’s role is to support these actuaries
with local infrastructure (continuing education, networking, and professional guid-
ance) and to ensure that local-knowledge requirements (where they exist) are practi-
cal and well administered.
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In the longer term, the profession may invest in building local credentialing capac-
ity, whether through a domestic examination system or accreditation of university
programs. These investments may take a decade or more to bear fruit and require
sustained commitment from the actuarial community. New local credentialing pro-
grams, whether exam-based or built on accredited university education, often see low
uptake and few qualifying candidates in their early years, as the pipeline of students,
teachers, and study materials builds slowly; this is expected, not a sign of failure, and
proposals that promise large numbers of locally qualified actuaries within a few years
should be treated with skepticism. Supporting actuarial education at local universi-
ties (through curriculum development, guest instruction, or internship programs) can
help build a pipeline of future actuaries even before a full local credentialing system
is in place.

A.3.4. Codes of conduct and discipline

Section A.2 considered how a regulator might rely on professional discipline; the pro-
fession’s own task is to build it. Actuaries credentialed by established organizations
are already subject to those organizations’ codes of conduct and disciplinary proce-
dures. For those actuaries, this provides a baseline of professional accountability in-
dependent of any local infrastructure. Over time, however, a developing profession
will want to establish its own code and disciplinary process, both to address local cir-
cumstances and to demonstrate the self-regulatory capacity expected of an IAA Full
Member. In small actuarial communities, these present particular challenges:

«  Conflicts of interest are pervasive: In a small community, disciplinary proceed-
ings may involve friends, colleagues, or competitors.

«  Volunteer pools for governance and disciplinary roles are limited.

«  Whistleblowing is difficult when the actuary has few alternative employment

options.

Regional cooperation can help: A regional body can offer a larger and more indepen-
dent pool of volunteers for disciplinary roles, reducing the conflicts inherent in small-
community self-regulation (see Section A.3.7).

A.3.5. Standards of practice

Newer actuarial organizations that wish to promulgate standards of practice for their
jurisdiction have a choice in obtaining those standards:

- Developing local standards allows tailoring to local conditions but requires
significant expertise and resources.
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+ Adopting international standards (such as ISAPs) provides ready-made guid-
ance but may not address local circumstances.

« Adapting international standards (using ISAPs or standards from established
jurisdictions as a starting point and modifying as needed) is the practical
choice for most developing professions, at least initially.

A.3.6.  Continuing education

Actuaries credentialed by established organizations are already subject to those or-
ganizations’ continuing education requirements, so a developing profession does

not need to build a continuing education regime from scratch to keep its members
current. In the near term, events and materials from established organizations can
carry most of the load. As the local community grows, the profession can add local
offerings, often beginning with short, one-day meetings on local topics that the estab-
lished organizations’ content does not cover and eventually hosting its own actuar-
ial conferences. Local sessions serve a purpose beyond content: They build the pro-
fessional community and the volunteer base that credentialing, standards, and disci-
pline all draw on.

A.3.7. Regional professional cooperation

For smaller professions, regional cooperation offers advantages over purely national
approaches:

+ Regional professional bodies can coordinate across national associations and,
in some cases, pool resources for functions such as standard setting, disci-
plinary processes, credentialing, or continuing education, allowing smaller
professions to access capabilities they could not sustain independently. The
Caribbean Actuarial Association and the Actuarial Association of Europe are
examples of regional bodies, though the scope of their functions differs.

+  Mutual recognition agreements between national associations can expand the
effective supply of actuaries and facilitate cross-border mobility.
Resources

« International Actuarial Association (IAA), including Full Membership crite-
ria and Membership Assistance Committee: actuaries.org

« IAA: International Standards of Actuarial Practice (ISAPs)
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« International Association of Insurance Supervisors (IAIS), Insurance Core
Principles: iais.org
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