Rules of the Road For Actuaries
Central States Actuarial Forum
Summer 2010 Meeting

Nt Fellowiing Rullss eff the Reas]

o What would you do if e

your driving privileges
were suspended?

Net Rellowing ekl Rullss

o Possible outcomes

o You'll get pulled over by the
“police” (ABCD).
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003

o Standard and Poor’s (2003)

o “Insurance Actuaries: A Crisis of Credibility”

IncreasediScratingofactianiestSincel
2003

o AlIG/Gen Re Sham Reinsurance (4/1/08)

o Convictions of actuaries Ron Ferguson and Chris

fis Embedded fn @i
CAS Rurprese SErmait

o To advance the body of knowledge in actuarial science

applications other than life insurance,
o To establish and maintain standards of qualification for
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Ruiles eff the “Aemrrkl”

Applicability ’ Actuarial

Guidelines Standards

CodeloflRicfessicnall@cnducd

o |4 precepts with annotations

o Key sections (precepts):

1 Confidentiality (9
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Midteliy Appl

o ASOP 9 — Documentation and Disclosure in

P&C Ratemaking, Loss Reserving, and

(K7 Resardag ASCIRs

o ASOP 20 - Discounting of Property and

Casualty Loss and Loss Adjustment Expense
Reserves

RatemakinelAS@ Bs
Ky g

o ASOP 12 — Risk Classification (for all Practice Areas)

o ASOP I3 - Trending Procedures in Property/Casualty
Ratemaking
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throug ough 2"d

Casualty 12
Health |

Life 6
Pension I

Cemmen Regprests for Cikbne: 7

ABEBIiny2 069

Number
Precept Rec’d in
2009

Precept |  When is a failure to reveal known information dishonest? B
Is it permissible to use unreasonable assumptions if | caveat 4
them?

How can | ensure compliance with legal requirements? 2

Precept 2 When is an actuary qualified? How do | determine if an 6
actuary is qualified?

Precept 3 How much documentation is necessary in a report? How 7
dold sources of pti or prescribed

or select r bl i When is it

appropriate to use “safe harbor” assumptlons'

@emmonjReguestsifordGuidancelby)

ABED i 2002

Number
Precept Rec’d in
2009

Precept 4  How do | proceed when an actuarial opinion is rejected?.... 2

that work is not acceptable?
Precept 8  How can | ensure my work product is not misused? 4

How do | deal with a client’s possible illegal act?

Precept 13 Should | file a complaint? How do | file a complaint?
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CASEISTIUDIES

(@aselStudiesI®venview;

o “Real life” predicaments
o Structure of session
o Read the case together.

Coss Sy =
“Seif: Markes: Grower”

As the chief actuary for your state’s insurance department,
you are reviewing a filing requesting a 30% decrease for a
large commercial lines insurer. Despite the soft market,
the company has generated unprecedented growth,
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o PRECEPT I:

An Actuary shall act

[Frineiplies ef Regameldng

Principle 4:

@aselStudy - 28agiilateriafResenvesy

You are the chief actuary for a large commercial lines

insurance company. It is year-end 2011, and the
losses from the soft-market years of 2006-2010 are

Presented by Kevin Dyke
Page of 21



Rules of the Road For Actuaries
Central States Actuarial Forum
Summer 2010 Meeting

o All types of Actuarial work — not just P&C

o Written, Electronic, or Oral Communications

ASOgrogvoctnienationland]®isclostre
i (RAC Ressmrlking Resarvilng &Veledons

o Repeal currently pending

o Replaced by ASOP #41

”»

RESERVing/AS® ES

o#43 — Property & Casualty Unpaid

Claim Estimates
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Principle 4:

(@3selStudy:3EgiNewlBrod Gt

You have been the VP of underwriting for the large

accounts market for the last three years. The
actuary supporting your market along with the

STandandSICHPIACEICE
o PRECEPT 3:

An Actuary shall ensure
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o #12 Risk Classification

o #13 Trending in P/C Ratemaking

o PRECEPT 10:

(@asclStudyl diuaiiiang|clEong

Your systems vice president recently informed you that there

was an error in the loss triangles provided for your loss
reserve analysis as of March 31. The company has already
booked your best estimate based on the erroneous data,
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ASOrEAR:

o Guidance for the following

o Selecting data that underlie the work product

(@asclScudy/sEagrafd

A consulting actuary has delivered a draft report to its

client/principal. During a subsequent discussion of the
results, the actuary and the Controller talk about the
otential surplus impact of a possible strategic course
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o PRECEPT 4:

An Actuary who issues an
Actuarial Communication

@®OMMUNICALIONS Bisclesuge

o PRECEPT 5:

An Actuary who issues an Actuarial Communication

@asclScidyiioRainsolvendianscy

You are a partner of a consulting firm that has been

hired to assist in the review of a potential
acquisition. After completing your analysis, you
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o PRECEPT 9:

eff iz
(®odeloiiBrofessianal
o PRECEPT 13:

An Actuary with knowledge of an apparent,

(@anadianjRulestof

o The Rules of Professional

Conduct in Canada
require that certain
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Violationsioithe
@®odelodbiotessianal
o PRECEPT |4:

An Actuary shall respond promptly, truthfully,

@thed@cdelotl@onductiecepts

o#2 — Qualification Standards
o #6 — Communications and Disclosure
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