
CERTIFICATION OF LOSS RESERVES

1.
There is to be submitted to the International Insurers Department (IID), as an addendum to the standard IID reporting format, a statement of an actuary, who is a member of a recognized professional actuarial body, setting forth his or her opinion relating to loss and loss adjustment expense reserves.

2.
Such a statement of opinion must consist of: a paragraph identifying the actuary; a scope paragraph identifying the subjects on which an opinion is to be expressed and describing the scope of the actuary's work (see sections 5-7 below); and an opinion paragraph expressing his or her opinion with respect to such subjects (see sections 8-10 below).  One or more additional paragraphs may be needed in individual cases if the actuary considers it necessary to state a qualification of his or her opinion or to explain some aspect of the financial statements which is not already sufficiently explained in the financial statements.

3.
The opening paragraph should generally indicate the actuary’s relationship to the company.

For an independent actuary, the opening paragraph of the opinion should contain the sentence:

"I, (name and title of consultant), am a member of the (name of recognized professional actuarial body) and am associated with the firm of (name of firm).  I have been retained by the (name of insurer) with regard to loss and loss adjustment expense reserves."

For a person other than an independent actuary, the opening paragraph of the opinion should contain the sentence:

"I, (name and title), am a member of the (name of recognized professional actuarial body), am an officer (employee) of (name of insurer), and I have competency in loss reserving."

or

"I, (name and title of consultant), am a member of the (name of recognized professional actuarial body) and am associated with the firm of (name of firm).  I have competency in loss reserving and have been retained by (the name of insurer) with regard to loss and loss adjustment expense reserves."

4.
The following are examples, for illustrative purposes, of language which in typical circumstances would be included in the remainder of the statement of opinion.  The illustrative language should be modified as needed to meet the circumstances of a particular case, and the actuary should in any case use language which clearly expresses his or her professional judgment.

5.
The scope paragraph should contain a sentence such as the following:

"I have examined the assumptions and methods used in determining reserves listed below, as shown in the Financial Statement of the company as prepared for filing with regulatory officials, as of December 31, 20XX."

The paragraph should list those items and amounts with respect to which the actuary is expressing an opinion.  The list should include but not necessarily be limited to:

(i)
Worldwide loss reserve for unpaid losses including incurred but not reported amounts 
(ii) Worldwide reserve for unpaid loss adjustment expenses (specify)

(iii) For liabilities arising from business written on or after January 1, 1998 either:

the Company’s United States gross surplus lines liabilities including unpaid loss adjustment expenses and incurred but not reported amounts (specify); or

the Company’s direct non-admitted United States liabilities excluding liabilities arising from aviation, wet marine and transportation insurance and direct procurement placements (specify).

The choice of which of the liabilities calculations above should be opined upon should correspond to that used by the company in its determination of its appropriate Trust Fund Minimum Amount.

6.
If the actuary has examined the underlying records and/or summaries, the scope paragraph should also include a sentence such as the following:

"My examination included such review of the assumptions and methods used and of the underlying basic records and/or summaries and such tests and calculations as I considered necessary."

7.
If the actuary has not examined the underlying records and/or summaries, but has relied upon those prepared by the company, the scope paragraph should include a sentence such as one of the following:

(i)
"I relied upon underlying records and/or summaries prepared by the responsible officers or employees of the company or group to which it belongs.  In other respects, my examination included such review of the assumptions and methods used and such tests of the calculations as I considered necessary."

(ii)
"I relied upon (name of firm) for the accuracy of the underlying records and/or summaries.  In other respects, my examination included such review of the underlying assumptions and methods used and such texts of the calculations as I considered necessary."

8.
The opinion paragraph should include a sentence which covers at least the points listed in the following illustration:

"In my opinion, the amounts carried in the balance sheet on account of the items identified above

(i) 
are computed in accordance with accepted loss reserving standards and are fairly stated in accordance with sound loss reserving principles.

(ii) 
are based on factors relevant to policy provisions.

(iii) 
meet the requirements of the insurance laws of (country of domicile).

(iv) 
make a good and sufficient provision for all unpaid loss and loss expense obligations of the Company under the terms of its policies and agreements."

9.
If there has been any material change in the assumptions and/or methods from those previously employed, that change should be described in the statement of opinion by inserting a phrase such as:

"A material change in assumptions (and/or methods) was made during the past year, but such change accords with accepted loss reserving standards."  A brief description of the change should follow.

The adoption of a new issues or coverages requiring underlying assumptions which differ from assumptions used for prior issues or coverages is not a change in assumption within the meaning of this paragraph.

10.
If the actuary is unable to form an opinion, he or she should refuse to issue a statement of opinion.  If the opinion is adverse or qualified, the actuary should issue an adverse or qualified opinion explicitly stating the reason(s) for such opinion.


