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Standards of Pracrice

Acceptable range
Variability in the circumstances of cases is significant and calls for a significant variation in

the circumstances of a case, may select different assumptions for that case. That is acceptable if
the range of their selections is appropriatély constrained by standards of practice.

In other words, the crux of the matter is the selection of assumptions appropriate to a particular
case from the relatively wide range of assumptions applicable 1o all cases. A relatively narrow

practice-specific standards that is within the range of assumptions otherwise considered
acceptable.

Circumstances of the case

An assumption about a matter would take account of the circumstances of the case if those
circumstances affect that matter.

The circumstances of the case affect experience on most matters other than economic matters.

Familiarity with the case

consultation with the persons responsible for the functions that affect experience.

For example, if the calculation is to value the assets or liabilities of a benefits plan, then the

consult the officers responsible for investments, underwriting, claims, marketing, product design,
policy dividends, and policy servicing.
Past experience data
The available and pertinent past experience data are helpful in the selection of assumptions.
Other things being the same, pertinent past experience data are data

relating to the case itself rather than to similar cases,

relating to the recent past rather than to the distant past,

that are homogeneous rather than heterogeneous. and

that are statistically credible.

Usually, however, those criteria conflict with each other.
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Standardys of Practice

1550 REASONABLENESS OF RESULT
The actuary should examine the reasonableness of a calculation s result. [Effective December 1,
2002]

As a result of defective data, defective computer software, an accumulation of individually
biased assumptions, or the like, a calculation, especially a complex one like a valuation or

financial forecast, may be prone to error which checking of the calculation’s steps does not
reveal but which an examination of its result may reveal. Such an examination is therefore useful

and prudent.

The examination would consider simple questions like the following.
How does the result compare to the corresponding result for a prior period or a
similar case, or to a related but independently calculated amount? Comparison of
a benchmark may be more meaningful than comparison of the result. Examples of
a benchmark are the forecasted number of retirees divided by the forecasted
number of active employees, the loss ratio implied by claim_liabilities, and the
change during the year of the result.
How does the result compare to the corresponding result of a rough approximation?

[ Does the result make common sense?

The answers to such questions may indicate a need for more work.

1560 DOCUMENTATION
The actuary should use his or her best efforts to compile and secure the retention of appropriate
documentation.

possession or control of a predecessor actuar
efforts to make such documentation available to the predecessor actuary, upon request by the

requests access io documentation in the possession or control of a predecessor actuary, in order
Lo carry on work, the predecessor actuary should use his or her best efforts to comply with the

request. [Effective December 1, 2002]
Documentation is an integral part of work that affects the application of neariy all standards.

Documentation consists of letters of engagement, working papers. meeting notes, memoranda.
correspondence, reports, copies or excerpts of company or plan data and documents, and work

with aceepted actuarial practice.
Both professional and legal needs may affect the length of time during which documentation is
1o be retained.
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