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Introduction

= The role ofithe actuary, both within the insurance
companies and in the supervisory body, IS ofi great

relevance to the maintenance of financially seunad
INsSurance companies.

= However, the'role and degree of responsibility of the
actuary in a particular jurisdiction depends on:

= The regulatory and supervisory traditions,
= The maturity level of the insurance market,
= The develepment of the actuarial profession, and

= The level of organization of the actuarial profession.
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Regulation and supervision:
trends (1)

Regulation level

Self-regulation level
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Regulation and supervision:
trends (2)
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Regulation and supervision:
trends (3)

solvency
regulation

fulfillment level
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The role of the actuaries

At one end of the regulatory On the other hand, are those
spectrum are those supervisory models that gives
supervisory models that more freedom to the
emphasizes the importance insurance activities, and

of direct supervisory utilize a responsible actuary
overview. This supervision model.

IS exercised through a
strong control over all
Insurance activities.

Directive Regulation Pro-competitive Solvency

Regulation
cnsf




Solvency regulation
pro—competitive (1)

Supervisory Body

Independent Companies’
Third Parties Board of Directors

-2
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Solvency regulation
pro—competitive (2)

Surpervisory Body

* Fulfillment of the international
regulation and supervision
Standards

» Reinforcement of the internal
Supervision capacity.

* Modernization of precedures
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Solvency regulation
pro—competitive (3)

Independent
Third Parties

» Modernization and improvement
of the rules that guide the
perfermance of:

» Financial external auditors

« Actuarial external auditors
and independent actuaries
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Solvency regulation
pro—competitive (4)

» Reinforecement ofi the corporate
governance:

* Precision concerning the
responsibilities of the Board

* Independent members of the
Board

 Introduction of the Compliance
Officer to assist in the compliance
of internal and external regulation

» Use of the responsible actuary Companies’
model. Board of Directors
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Solvency regulation
pro—competitive (5)

Deregulated insurance markets place additional demands on the
actuarial profession:

=  The actuary plays a role in ensuring that reguired principles
concerning rating and reserving were observed when calculating the

premiums and technical provisions.

=  The actuary may be required to prepare reports and provide an
opinion on:
= Asset and liability matching,
= The adeguacy ofi reinsurance arrangements,

= The accuracy of projections and forecast used for new preducts,
and
= The general financiall conditions of the Insurance cempany.
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Solvency regulation
pro—competitive (6)

Deregulated insurance markets place additional
demands on the actuarial profession:

=  The actuary must previde details about the reguired assets to
COVEr tiie selVency margin.

= The actuary plays a key role in the identification of risks and
its successiul management, using stechastic medeling, Value
at Risk and Stress Testing.

= The actuary Is also required to submit a report of the financial
position and future financial condition of the cempany using
Dynamic Solvency Moedels like Dynamic Capital Adeguacy.
Testing and Dynamic Financial Analysis.
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Solvency regulation
pro—competitive (7)

In addition, deregulated insurance markets reguire:

= Nighilevels off actuarial education and professionalism,
and

= the active support and invelvement of proefessional
associations of actuaries in each country:

=  Standard setting and implementation

=  Continuous educational pregrams
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The use ofi actuaries as part of
the supervisory model
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Issues to be considered

= e relationship between external auditers and
actuaries, both within the insurance cempanies and in
the supervisory body.

= Jhe appropriate and feasible to intreduce the use ofi a
‘responsible actuan/”in a particular jurisdiction.

= Jhe matunty level of the insurance market.

= Jihe development of the actualial profession inithe
jurisdiction.
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Issues to be considered
Relation between external auditors and actuaries (1)

PIECvE Pro-competitive
REQUIANON Regulation
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Issues to be considered

Relation between external auditors and actuaries (2)

Dfeei)y/e
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Pro-competitive

Regulation

Responsibility on solvency technical issues

Supervisory body’s
actuary.

Insurance
company:s
actuary.
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Issues to be considered
Relation between external auditors and actuaries (3)

DiNecuve
RECUIEUEN

Pro-competitive
Regulation

Responsibility on solvency technical issues

Supervisory
pody’s
actuary

Insurance company’s
actuary

Actuarial
external
auditor
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Issues to be considered
The use of a “responsible actuary” (1)

= Some supervisors consider that the use of a “responsible
actuary” system would'lessen the powers of supervisors.

= However there are others, that use a “responsible actuary™as
a part of a supervisory model.

= The “responsible actuary” has individual official responsibilities,
or a definedi role in the insurance laws.

= Supernvisors rely to different degrees on the work of the
company’s actuaries; however, It Is very Important to define
thelr task anadl respensibilities.

= Finally, the decision of the use of a “responsible actuary”
model should give consideration in presenving an efiective
SUPErVISory scheme.
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Issues to be considered
The maturity level of the insurance market

= |n the jurisdictions with a mature insurance market
(usually withra great number of Insurance companies),
there Is a tendency for the supervisor (o make formal use
Off actlianes as pali of the supenvisery moedel.

= The actuaries must be adeguately gualified to cany out
the role.
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Issues to be considered
The development of the actuarial profession

= [he development of the actuaral prefiession Is Very
Important in taking the decision to adopt the use of a
“responsible actuary” model.

= The decision should take Intoraccount the extent te which
the prefession Is well erganized:

= The use of prudent actuarial valuation standards and
practices.

= The existence of a code of professional conduct.
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 and final remarks

~erspectives




Perspectives

= The role of the actuary IS progressing steadily away. frem
traditional evaluation ofi liabilities to the monitoring of the
adeguacy of assets to meet the liabilities on a continuous
and dynamic basis.

= This implies a streng| fernward-loeking role as a direct
report to the Board of Directors on future financial
conditions, thus playing a key role in the identification of
sk andl Its successfull management.
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Perspectives

= The use ofi a responsible actuary in life Insurance Is very.
common in many: jurisdictions, however the use of an
actuary for nen-life insurance Is less widespread.

= \With respect to nen-life insurance, some jurisdictions
reguire the actuary to provide advice on:

= the premiums to be charged,
= the terms and conditions of policies,
= the risk assessment policies, and

= the adequacy of reinsurance arrangements.
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Perspectives

= There s a move towards the increased use of actuaries
In non-life Insurance.

= his willfreguire: greater professional develepment,
EXPENENCE and expertise In this grewingl area.

= The activities carried out by the actuaries, as well as the
Insurance companies and all these individuals attached
to the market working as supervisors or consultants, will
nave 1o be based on omoegeneus and internatienally.
accepied standards.
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Final remarks

= Einally, It is Important to stress that where the use of a
responsible actuary model is adopted, the supervisor
shieuld net simply’ acecept the Work off the actuan/ Without

further scrutiny.

= [he supenvisel has an Impoliant rele In assessing| the
prudential standards:

Having the authority to replace the actuary.

Being able te engage an independent actuary te conduct a
review of the responsible actuary’s work.

Having the authority to provide directions regarding the
actuarial valuation| practices, etc.
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