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REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE

Proposed changes include some clean-up and clarifications in the P/C Statement of Actuarial Opinion Instructions. Changes
were adopted by Actuarial Opinion (C) Working Group on 3/1/2022.

Section 1:

e Guidance on continuing education (CE) logs is no longer required because the Casualty Actuarial and Statistical (C)
Task Force’s CE Log project will not be reoccurring. Actuaries will refer to their respective societies for guidance
on CE Logs.

e Additional guidance is provided on documentation of the board review of Qualification Documentation (QD) for
companies that are part of a group whose parent board reviews QD on behalf of all subsidiaries. Guidance on this
question has been requested by the industry and the Working Group has consulted the Financial Examination
Handbook (E) Technical Group on the appropriate response.

Section 3: An additional requirement is added in the IDENTIFICATION paragraph for Appointed Actuaries to confirm that
qualification documentation has been provided to the Board of Directors. This statement in the IDENTIFICATION paragraph
will assist regulators in determining whether this requirement has been met.

Section 8: Clarification that the signature block requirements apply to the Statement of Actuarial Opinion only. The Actuarial
Report should reproduce the same information, though not necessarily in the same format. It has been reported that
Appointed Actuaries often provide the required information in a slightly different format within the Actuarial Report,
necessitating Financial Examiners to create meaningless findings/objections just because the information doesn’t follow the
exact format. The Working Group members agree that the prescribed format is applicable to the Actuarial Opinion only and
the format in the Actuarial Report may vary.
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ANNUAL STATEMENT INSTRUCTIONS - PROPERTY

ACTUARIAL OPINION

1. There is to be included with or attached to Page 1 of the Annual Statement the statement of the Appointed Actuary,
entitled “Statement of Actuarial Opinion” (Actuarial Opinion), setting forth his or her opinion relating to reserves
specified in the SCOPE paragraph. The Actuarial Opinion, both the narrative and required Exhibits, shall be in the
format of and contain the information required by this section of the Annual Statement Instructions — Property and
Casualty.

Upon initial engagement, the Appointed Actuary must be appointed by the Board of Directors by Dec. 31 of the
calendar year for which the opinion is rendered. The Company shall notify the domiciliary commissioner within five
business days of the initial appointment with the following information:

a. Name and title (and, in the case of a consulting actuary, the name of the firm).
b. Manner of appointment of the Appointed Actuary (e.g., who made the appointment and when).

c. A statement that the person meets the requirements of a Qualified Actuary (or was approved by the
domiciliary commissioner) and that documentation was provided to the Board of Directors.

Once this notification is furnished, no further notice is required with respect to this person unless the Board of
Directors takes action to no longer appoint or retain the actuary or the actuary no longer meets the requirements of a
Qualified Actuary.

If subject to the U.S. Qualification Standards, the Appointed Actuary shall annually attest to having met the
continuing education requirements under Section 3 of the U.S. Qualification Standards for issuing Actuarial
Opinions. As agreed with the actuarial organizations, the Casualty Actuarial Society (CAS) and Society of Actuaries
(SOA) will determine the process for receiving the attestations for their respective members and make available the
attestations to the public. An Appointed Actuary subject to the U.S. Qualification Standards and not a member of
the CAS or SOA shall select one of the above organizations to submit their attestation.

The Appointed Actuary shall provide to the Board of Directors qualification documentation on occasion of their
appointment, and on an annual basis thereafter, directly or through company management. The documentation
should include brief biographical information and a description of how the definition of “Qualified Actuary” is met
or expected to be met (in the case of continuing education) for that year. The documentation should describe the
Appointed Actuary’s responsible experience relevant to the subject of the Actuarial Opinion. The Board of Directors
shall document the-eempany>s-their review of those materials and any other information they may deem relevant,
including information that may be requested directly from the Appointed Actuary. It is generally expected that the

review of the Appointed Actuary’s qualification documentation should take place at the level within a holding
company structure that is responsible for overseeing insurance operations. If a statutory entity is a subsidiary or a
non-lead pool member with an Appointed Actuary whose qualifications were reviewed by the pool lead or
principal’s Board, the statutory entity’s Board can satisfy the review requirement by acknowledging the parent
Board’s review. This can be done by noting in the meeting minutes the name of the principal or lead entity and the
date the parent Board reviewed the qualification documentation, or by attaching a copy of the parent Board’s
meeting minutes reflecting their review of the qualification documentation. The qualification documentation shall be
considered workpapers and be available for inspection upon regulator request or during a financial examination.
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If an actuary who was the Appointed Actuary for the immediately preceding filed Actuarial Opinion is replaced by
an action of the Board of Directors, the Insurer shall within five (5) business days notify the Insurance Department
of the state of domicile of this event. The Insurer shall also furnish the domiciliary commissioner with a separate
letter within ten (10) business days of the above notification stating whether in the twenty-four (24) months
preceding such event there were any disagreements with the former Appointed Actuary regarding the content of the
opinion on matters of the risk of material adverse deviation, required disclosures, scope, procedures, type of opinion
issued, substantive wording of the opinion or data quality. The disagreements required to be reported in response to
this paragraph include both those resolved to the former Appointed Actuary’s satisfaction and those not resolved to
the former Appointed Actuary’s satisfaction. The letter should include a description of the disagreement and the
nature of its resolution (or that it was not resolved). Within this same ten (10) business days, the Insurer shall in
writing also request such former Appointed Actuary to furnish a letter addressed to the Insurer stating whether the
Appointed Actuary agrees with the statements contained in the Insurer’s letter and, if not, stating the reasons for
which he or she does not agree. The former Appointed Actuary shall provide a written response to the insurer within
ten (10) business days of such request, and the Insurer shall furnish such responsive letter from the former
Appointed Actuary to the domiciliary commissioner together with its own responses.

The Appointed Actuary must report to the Board of Directors each year on the items within the scope of the
Actuarial Opinion. The Actuarial Opinion and the Actuarial Report must be made available to the Board of
Directors. The minutes of the Board of Directors should indicate that the Appointed Actuary has presented such
information to the Board of Directors and identify the manner of presentation (e.g., webinar, in-person presentation,
written). A separate Actuarial Opinion is required for each company filing an Annual Statement. When there is an
affiliated company pooling arrangement, one Actuarial Report for the aggregate pool is sufficient, but there must be
addendums to the Actuarial Report to cover non-pooled reserves for individual companies.

The Actuarial Opinion and the supporting Actuarial Report and workpapers should be consistent with the
appropriate Actuarial Standards of Practice (ASOPs), including, but not limited to, ASOP No. 23, ASOP No. 36,
ASOP No. 41 and ASOP No. 43, as promulgated by the Actuarial Standards Board.

Detail Eliminated to Conserve Space

1C. Reporting Requirements for Pooled Companies

For each company in the pool, the Appointed Actuary shall include a description of the pool, identification of the
lead company and a listing of all companies in the pool, their state of domicile and their respective pooling
percentages.

Exhibits A and B for each company in the pool should represent the company’s share of the pool and should
reconcile to the financial statement for that company.

The following paragraph applies to companies that have a 0% share of the pool (no reported Schedule P data). The
company shall submit an Actuarial Opinion that reads similar to that provided for the lead company. For example,
the IRIS ratio and risk of material adverse deviation discussions, and other relevant comments shall relate to the
risks of the lead company in the pool. The Exhibit B responses to question 5 should be $0 and to question 6 should
be “not applicable.” Exhibits A and B of the lead company should be attached as an addendum to the PDF file
and/or hard copy being filed (but would not be reported by the 0% companies in their data capture).

2. The Actuarial Opinion must consist of an IDENTIFICATION paragraph identifying the Appointed Actuary; a
SCOPE paragraph identifying the subjects on which an opinion is to be expressed and describing the scope of the
Appointed Actuary’s work; an OPINION paragraph expressing his or her opinion with respect to such subjects; and
one or more additional RELEVANT COMMENTS paragraphs. These four sections must be clearly designated.
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3. The IDENTIFICATION paragraph should indicate the Appointed Actuary’s relationship to the Company,
qualifications for acting as Appointed Actuary and date of appointment and specify that the appointment was made
by the Board of Directors._Additionally, the IDENTIFICATION paragraph should include a statement asserting that
the Appointed Actuary has complied with the requirement to provide qualification documentation to the Board of
Directors, either directly or through company management.

If the Appointed Actuary was approved by the Academy to be a “Qualified Actuary,” with or without limitation, or
if the Appointed Actuary is not a Qualified Actuary but was approved by the domiciliary commissioner, the
company must attach, each year, the approval letter and reference such in the identification paragraph.

Detail Eliminated to Conserve Space

8. The Actuarial Opinion and-the-Aetuarial Report-should conclude with the signature of the Appointed Actuary
responsible for providing the Actuarial Opinion and the respeetive—dates_date when the Actuarial Opinion was

rendered-and-the-Aetaarial Report-finalized. The signature and date should appear in the following format:

Signature of Appointed Actuary

Printed name of Appointed Actuary
Employer’s name

Address of Appointed Actuary
Telephone number of Appointed Actuary
Email address of Appointed Actuary
Date opinion was rendered

The same information should be reproduced within the Actuarial Report, along with the date the Actuarial Report
was finalized.

Detail Eliminated to Conserve Space
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