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Talking Points 

Â CAS Code of Professional Conduct 

Â CAS Statement of Principles Regarding Property 

and Casualty Loss and Loss Adjustment 

Expense Reserves   

Â US Regulatory Environment 

Â Difficult Situations:  Things to Consider 



Code of Professional Conduct 

ÂPrecept 1:  An Actuary shall act honestly, with 

integrity and competence, and in a manner to 

fulfill the professionôs responsibility to the public 

and to uphold the reputation of the actuarial 

profession. 
Â Annotation 1-1.  An Actuary shall perform Actuarial Services 

with skill and care.  

Â Annotation 1-2.  An Actuary shall not provide Actuarial Services 

for any Principal if the Actuary has reason to believe that such 

services may be used to violate or evade the Law or in a manner 

that would be detrimental to the reputation of the actuarial 

profession. 

Â Precept 2:  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 

Actuary satisfies applicable qualification standards.   

Â Annotation 2-1.  It is the professional responsibility of an 

Actuary to observe applicable qualification standards that 

have been promulgated by a Recognized Actuarial 

Organization for the jurisdictions in which the Actuary 

renders Actuarial Services and to keep current regarding 

changes in those standards.  Relevance:  A business 

perspective 

Â Articulate judgments, assumptions, limitations 

Â Audience may vary ï Sr. Management vs. Peers 

Â Business sense 



Code of Professional Conduct 

Â Precept 2:  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 Actuary satisfies 

applicable qualification standards.   
Â Annotation 2-1.  It is the professional responsibility of an Actuary to 

observe applicable qualification standards that have been promulgated 

by a Recognized Actuarial Organization for the jurisdictions in which 

the Actuary renders Actuarial Services and to keep current regarding 

changes in those standards.   

Â Annotation 2-2.  The absence of applicable qualification standards 

édoes not relieve the Actuary of the responsibility to perform such 

Actuarial Services only when qualified to do soé.  



Statement of Principles Regarding 

P/C Loss and LAE Reserves 

Â Adopted by CAS Board of Directors May 1988 

Â An actuarially sound loss (loss adjustment 

expense)reserveé is a provision, based on estimates 

derived from reasonable assumptions and appropriate 

actuarial methods for the unpaid amount required to 

settle (to investigate, defend, and effect the settlement 

of) all claims, whether reported or not, for which 

liability exists on a particular accounting date. 



Statement of Principles Regarding 

P/C Loss and LAE Reserves 

Â The uncertainty inherent in the estimation of required 

provisions for unpaid losses or loss adjustment 

expenses implies that a range of reserves can be 

actuarially sound.  The true value of the liabilitiesé 

at any accounting date can be known only when all 

attendant claims have been settled. 

Â The most appropriate reserve within a range of 

actuarially sound estimates depends on both the 

relative likelihood of estimates within the range and 

the financial reporting context in which the reserve is 

presented.  



Statement of Principles on Reserves:  

Considerations 

Â Data Availability 

Â Homogeneity 

Â Credibility 

Â Emergency and Settlement Patterns 

Â Contractual Terms 

Â Operational Changes 

Â External Influences 

Â Financial Reporting Context  

Â Time Value of Money (Discounting) 

Â Provision for Uncertainty 


