ABCD Guidance:
A Critical Element of Actuarial Self-Regulation
By Janet Fagan
Chairperson, Actuarial Board for Counseling and Discipline
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REDENTIALED ACTUARIES in the United States have

long enjoyed the ability to regulate their own profession.
The Academy was established to provide the professionalism structure for that self-regulation, and the
Actuarial Board for Counseling and Discipline

(ABCD) is a critical component of that structure. Through the ABCD, the profession provides the means to assist individual actuaries in their obligations to act honestly, with
integrity and competence, and in a manner
to fulfill our responsibility to the public. The
ABCD does this by providing a readily available resource for actuaries to ask questions and
get guidance on ethical challenges and practice
questions that may arise. These questions may
arise due to obligations under the Code of Professional Conduct to comply with standards of
conduct, practice, and qualification.
The ABCD is a resource you should know
about and use, and suggest your colleagues
use, to get valuable advice. Many may know
only that the ABCD investigates possible material violations of the
Code. But you should know that the majority of our work is devoted
to responding to requests for guidance (RFGs) from actuaries on
a wide range of practice, conduct, and qualification questions. In
providing such guidance, the ABCD helps to improve practice and
give confidence to the public. Both of these efforts are central to the
actuarial profession’s continuing ability to self-regulate.

Improving practice
By providing guidance, the ABCD helps to bridge any gap in
understanding or internalizing the requirements of mandatory
standards of practice and qualification, and the daily practice of
actuaries. Over the past several decades, developments in actuarial
science, the economy, law, and national policy have resulted in a
body of new and more complex professional standards of practice
and qualification.
In our increasingly complicated environment, actuaries may
struggle at times to apply these standards appropriately to their
daily practice and in their interactions with the public, their clients,
and other actuaries. The ability of individual actuaries to engage
in confidential dialogue with ABCD members, each of whom is an
experienced actuary with expertise in a particular practice area,
improves practice by helping actuaries determine how to apply
these standards appropriately and make choices that adhere to
the Code. This is true regardless of whether the discussion was

requested by the actuary to help manage a professional quandary or
whether counseling was mandated by the ABCD as the most appropriate outcome of a formal investigation. (“Guidance” is provided
upon request; “counseling” may be one of the
outcomes of an ABCD investigation.)

Public confidence
The existence of a robust mechanism for
providing expert guidance and counseling to
individual actuaries tells the public that actuaries who have questions about their work
can find help to discern the ethically correct
direction and that actuaries who stray from
the profession’s standards of conduct, qualification, and practice will be guided back to
them. Individual requests for guidance and
counseling sessions are kept confidential to
facilitate communication, promote candor,
and protect reputations.
The ABCD’s annual report, available on the
ABCD website, provides information on the
number, frequency, and topics of the RFGs that it has fielded, as
well as similar information for complaint proceedings. Looking
at these, actuaries can understand they are not alone in seeking
guidance and advice on almost any actuarial matter that may arise
in their practice. In 2015, the ABCD handled 96 RFGs and 29 complaints. The RFGs covered a wide range of topics, including professional integrity, qualifications, communication and disclosures,
conflicts of interest, control of work product, cooperation, and Precept 13. Last year, nearly 80 percent of the RFGs focused on the first
three precepts of the Code—professional integrity/skill and care,
qualifications, and standards of practice. Those first three precepts
have great importance for the credibility of our profession.

Requesting guidance
The ABCD’s counseling and guidance services not only to reassure
the public; they also provide essential assistance to actuaries facing
ethical and practical questions in their actuarial work. The ABCD
strongly encourages actuaries to seek guidance before difficult situations evolve into professional problems. An ABCD member can assist
you with ethical or conduct issues as well as with questions on practice and deviations from prescribed methods. ABCD members can
help you frame issues, consider relevant authorities, and think about
practical considerations. Requesting guidance from the ABCD can
help you maintain high levels of professionalism in your work in the
face of difficult or confusing circumstances.
ABCD, CONTINUED ON PAGE 6

www.actuary.org

A c t u a r i a l U P DAT E O C TO B E R 2 0 1 6

5

P rofessionalism N ews

Professionalism Webinar Highlights
Cross-Practice Standards

C

LOSE TO 2,000 PEOPLE attended the Oct. 19 profes-

sionalism webinar, “An Overview of Cross-Practice Standards,” which gave participants insights into the actuarial
standards of practice (ASOPs) that apply to all practice areas. Actuarial Standards Board (ASB) Chairperson Maryellen Coggins and
Vice Chairpersons Beth Fitzgerald and Frank Todisco discussed
cross-practice standards on actuarial communications, data quality, and credibility procedures, as well as proposed standards on
assumptions and modeling.
Coggins kicked off the presentation—which was moderated by
Paul Kollmer-Dorsey, the Academy’s general counsel and director
of professionalism—with an introduction to the ASB and its drafting and revision processes, stressing the importance of input from
stakeholders. Cross-practice standards articulate broad principles,
align terminology across practice areas, and, in conjunction with
practice-specific standards, provide effective guidance for all practice areas, she said.
She then discussed ASOP No. 1, Introductory Actuarial Standard
of Practice, which establishes a roadmap for interpreting ASOPs
and provides important guidance for the exercise of professional
judgment in applying all other ASOPs. ASOP No. 1 also defines several terms used throughout the ASOPs, including “must,” “should,”
“should consider,” and “may.” She explained that “failure to follow
guidance denoted by ‘must’ or ‘should’ is considered a deviation
from the guidance. … The phrase ‘should consider’ is often followed
by a list of potential actions or examples. If after consideration, in
the actuary’s professional judgment, an action is not appropriate,
the action is not required and failure to take action is not a deviation from the guidance.”
Todisco then turned to ASOP No. 41, Actuarial Communications.
“One can make the case that ASOP No. 41 is the single most important ASOP of all,” he said, as it applies to actuaries issuing actuarial communications in any practice area. ASOP No. 41 requires
an actuary to “complete an actuarial report if the actuary intends
the actuarial findings to be relied upon by any intended user,” and
defines “intended user” as “any person who the actuary identifies
as able to rely on the actuarial findings.”
ASOP No. 41 requires communications to be clear to the
intended user. Todisco noted that not all intended users are actuaries. “Intended users may be nonactuaries who are technically or
financially skilled. At other times, they may be nonactuaries who
are not strong technically,” he explained. The actuary should use
language that will be clear to the user, he said.

Beth Fitzgerald discussed ASOP No. 23, Data Quality, stressing that “Data is the lifeblood of all actuarial work. … Ensuring
that the data used is of the best quality and fit for the purpose
is essential.” ASOP No. 23 recognizes that “completely accurate,
comprehensive, and appropriate” data is rarely available. The key,
Fitzgerald said, is to use the best data available and to disclose the
limitations of that data and their implications. If, in the actuary’s
professional judgment, the data are so inadequate that they cannot be used to satisfy the purpose of the assignment, the actuary
should obtain different data or decline the assignment, she said.
“It’s always good practice to ask questions about the information you receive,” she continued. She also reported that ASOP
No. 23 is being revised, with key changes focusing on when the
ASOP applies, additional disclosures, and more consistent use of
defined terms.
Todisco introduced a potential ASOP on assumptions, which
is still being drafted and has not yet been exposed for comment.
Issues the drafters are considering include core principles of
appropriate practice that should apply regardless of practice area,
what to include in scope, what constitutes a reasonable assumption, what responsibilities are appropriate when relying on others,
and what disclosures are appropriate. “Appropriate use and disclosures about assumptions can be a particularly important area for
the credibility of our profession,” Todisco said.
Modeling is another new potential ASOP, now in a third exposure draft. Fitzgerald covered key provisions of the draft modeling
standard, including what types of models the standard applies to,
to what extent the actuary should understand the model, mitigation of model risk, models developed by others, and reliance on
others in a modeling team. In response to a question on whether
the standard would apply to predictive analytic models that the
actuary may not fully understand, Fitzgerald said that the standard
as presently proposed would apply and that the actuary should
make a reasonable attempt to understand the important aspects of
the model and whether it can fulfill the intended purpose. She also
noted that the draft addresses this concern and contains various
suggestions for approaching complex models.
Coggins wrapped up, saying that cross-practice standards provide a framework for using professional judgment and address
increasingly complex foundational issues of actuarial practice.
She concluded by urging listeners to provide feedback to the ASB.
Webinar slides and audio are available to members free of
charge on the Academy’s website.
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Requests for guidance can be formal or
informal. Generally, an individual ABCD
member answers an informal inquiry.
These responses represent the individual
ABCD member’s considered opinion, not
the views of the ABCD as a whole. Inforwww.actuary.org

mal guidance is generally provided within
a few days, and sometimes immediately.
Formal requests are considered by the
ABCD as a whole. Sometimes, actuaries
ask for the opinion of the entire ABCD.
This involves all members of the ABCD

and can take months. Actuaries may learn
more about how to request guidance on the
ABCD’s website.
The ABCD’s provision of guidance is a
vital force guiding the profession to fulfill
its responsibility to the public.
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